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Deburring Barrel—one of 4,636 precision machines in the present-day Packard plant 


The new wonder-working machine 


that thrives on walnut shells 


Packard purchasing agents blinked when the Auto- 
matic Transmission Division submitted its first 
weekly order for 50 pounds of ground walnut shells. 


But it seems that ground walnut shells are ideal 
—not only for blasting the tiny burrs off the ma- 
chined surfaces of aluminum torque converter cast- 
ings—but for improving the surface finish. The 
machine pictured above was custom designed and 
built to carry out this novel technique. 


That’s just one example of the ingenuity that has 
characterized the manufacturing, as well as the 
engineering, of Packard’s amazing new Ultramatic 
Drive. 

In pioneering what impartial technical observers 
now refer to as “the last word in automatic, no- 
shift control,” Packard had the vision to begin its 
research and development program 16 years ago. 

And Packard had the ready resources to equip 
its new Automatic Transmission Division with 
$7,000,000 in new precision manufacturing facilities. 

Most important of all, Packard has had the 
ingenuity—born of 50 years of successful, competi- 





tive experience—to make new and increasingly 
effective use of the facilities at its command, 


* * * * * *x 


The development of Packard Ultramatic Drive is a 
good clue to the strong resources, and the produc- 
tion ability of the Packard Motor Car Company. 
Packard Ultramatic Drive is 
available now. at reduced extra 
cost, on all models in the 1950 
Packard line. Thanks to rapid 
gains in Ultramatic Drive pro- 
duction. it will be possible to 
equip approximately 70% of all 
1950 Packard cars with this 
popular feature. 


PACKARD 


ASK THE MAN WHO OWNS ONE 
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THE M aqqnavox company 
MAKERS OF FINE RADIO-PHONOGRAPHS 
AND TELEVISION RECEIVERS 


DIVIDEND 
NOTICE 





The Board of Directors of The 
Magnavox Company declared the 
following dividends: 


CLASS A STOCK 
A dividend of 25 cents per share, 
payable March 1, 1950 to stock- 
holders of record February 15, 1950. 


COMMON STOCK 
A dividend of 25 cents per share, 
payable March 15, 1950 to stock- 
holders of record February 28, 1950. 
R. A. O'CONNOR 
President 
February 8, 1950 











REEVES BROTHERS, inc. 


DIVIDEND NOTICE 


A querterly dividend of 25¢ per 
share has been declared, payable 
April 3, 1950, to stockholders of 
record at the close of business 
March 3, 1950. The transfer books 
of the Company will not be closed 

J. E, REEVES. Treasurer 
February 14, 1950. 














I B M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 140th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share 
payable March 10, 1950, to stockholders of 
record at the close of business on February 17, 
1950. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 

A. L. WILLIAMS, Viee Pres. & Treasurer 
January 17, 1950 








AMeriIcAN.. Standard 


Rapiator Sanitary 
Nuw York CORPORATION Pattsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable March 1, 1950, to stockholders 
of record at the close of business on 
February 20, 1950. 

A dividend of 25 cents per share on 
the Common Stock has been declared 
payable March 24, 1950, to stockholders 
of record at the close of business on 
February 20, 1950. 


JOHN E. KING 
Treasurer 




















More Homes* Can Be Served With 
NATURAL GAS in 1950... Because 


The Columbia Gas System in 1949... 














ra 


: ~ ly 
Oo us y) r Oo ; 
O 3 + e ~en . . 
od 





Reached the primary objectives of a Soh 
NSH $168,000,000 expansion program—an ade- 
0 quate gas supply; adequate underground stor- 
o——Io}) age capacity and facilities adequate to supply 
more people with more natural gas. 

















In 1949 the System established new highs in 
gas sales, in the volume of gas it could deliver 
in a single day; in Southwest gas contracts and 

ai in total reserves for the future. 


oP 


é Columbia opened new gas frontiers, drill- 
ing the first producing well in Maryland. It 
built the ‘‘Toughest Inch,’ a 26-inch 
transmission line through the West Virginia 
mountains. 
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* And the System contracted with other pub- 
lic utilities to supply the gas required for their 
600,000 customers. 


As demand continues to increase, further ex- 
pansion is inevitable. For, as a public utility, 
Columbia Gas System has the responsibility 
and the legal duty to provide the service the 
public’s needs require. 


* Utilities serving 23 cities sought whole- 
sale deliveries from Columbia. Applica- 
tions to service Baltimore, Md., Pough- 
keepsie, Newburgh, Beacon, Kingston, 
N. Y.; Charlottesville, Va., and Hagers- 
town, Md., have been approved. Others 
awaited FPC approval as of Feb. 10, 1950. 
Full details are in the Annual Report of 
The Columbia Gas System, Ine., 120 East 
41st Street, New York 17, N. Y.—available 


on request. 
















































































The Columbia Gas System 
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The Trend of Events 


NEED FOR STABLE DOLLAR ... The last half century 
may have been the period of the greatest economic 
growth in American history, but it also was marked 
by a wider rise in living costs, and hence in depre- 
ciation of the dollar’s purchasing power, than in any 
previous period back to 1820. As a result, with all its 
soundness as a currency, the dollar today will buy 
only a third as much as it did in 1900. This is a sober- 
ing fact, with profound social and economic implica- 
tions for the future. 

From now on, the welfare of millions of people 
will be synonymous with greater stability of the dol- 
lar’s purchasing power. This is implicit in the entire 
structure of savings and protection that the people 
have built up for themselves for the years to come— 
savings accounts, life insurance, the Social Security 
System, and the growing pension movement in pri- 
vate industry. 

All these protective measures lose much of their 
meaning and effectiveness if the dollar’s purchasing 
power continues to slide. Were it to decline over the 
next half century as it did during the first half, even 
in part, it would be a disaster of the first magnitude 
for the average American family as well as the na- 


deficits, constant increases in production costs and 
other price-boosting factors must be appraised and 
understood. A bigger economy alone, even the trillion- 
dollar gross national product visualized by the Presi- 
dent, won’t fill the bill if it stems primarily from more 
inflation rather than bigger production, and is 
achieved at the expense of the value of the dollar and 
the integrity of public credit. 

The future stability of the dollar is vital to all se- 
curity programs, whether private or public. Without 
it, the task of providing for the future is much like 
fighting wind mills—you cannot win. And once the 
task is recognized as hopeless, the door is wide open 
to full-fletched socialism, and misery and suffering 
for all. 


END PRICE SUPPORTS FOR ‘‘PERISHABLES’”’ . . . Con- 
scious of the potato and egg support scandal and fear- 
ful of public wrath over potato dumping, certain law 
makers appear more receptive to moves in Congress 
to end price supports for “perishables,” lest the 
clamor for action extend against high price-propping 
even for storable crops. Plainly, without strict pro- 
duction curbs, the Government faces more losses, and 
it stands to reason that with 





tion at large. The trend to- 
wards state-guaranteed secur- 


losses mounting to unconscion- 














ity then would become irre- 
sistible. 

The conclusion is inescap- 
able that a major task facing 
the nation from here on is the 
maintenance of the soundness 
of the dollar and the stability 
of its purchasing power. It is 
from this point of view that 
chronic Government budget 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








able figures, farm price sup- 
port is bound to lose heavily in 
public favor. 

Thus the Senate Agriculture 
Committee has introduced a 
bill to repeal price supports 
for potatoes except when mar- 
keting quotas are in effect, 
with the aim to hold down pro- 
duction and avoid costly sur- 
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pluses; and this action was followed immediately by 
introduction of another bill to authorize market 
quotas for potatoes upon approval of two-thirds of 
the growers affected. 

Now, why wasn’t something like that done long 
ago? Why was it necessary for the Government to 
incur a loss of some $350 million on the 1948 and 1949 
potato crops alone, quite apart from huge losses on 
other farm commodities, before someone saw the 
light and decided to do something? 

The answer of course is that this latest action was 
motivated by fear rather than common sense, fear 
that the public outcry against a senseless farm price 
support policy might threaten the entire farm pro- 
gram. It wasn’t so much, as Senator Lucas stated, to 
end the “unholy and unjustifiable subsidies” now re- 
ceived by the potato growers. If these are “unholy and 
unjustifiable” now, they have been so long ago. It was 
simply the need to do something to assuage public ire 
over the irresponsible waste of taxpayers’ money in 
the interest of a small minority. 

The mentality responsible for that sort of thing is 
neatly revealed by Senator Brewster of Maine. The 
Senator is incensed because Canadian potato growers 
have been shipping millions of pounds to Southern 
ports where they have been selling cheaper than U. S. 
grown potatoes, including the Maine variety, and still 
fetched a nice profit for their shippers. 

Is Senator Brewster incensed because Maine po- 
tatoes cannot compete with Canadian spuds on ac- 
count of our ridiculous price support policy? Has he 
demanded that the Government let the price of home- 
grown potatoes fall far enough so that housewives in 
New Orleans, Jacksonville and other cities can buy 
them as cheaply as they’re buying Canadian potatoes? 
Far from it. If you think so, you don’t know the Sen- 
ator. He demands immediate action by President Tru- 
man to stop importation of potatoes from Canada! 
Never mind the housewives, but potato prices must 
stay high. 


PLACING THE RESPONSIBILITY . . . As this is written, 
the bituminous coal strike is nearing a settlement 
after an eight-month deadlock that precipitated the 
nation’s worst coal crisis. The break comes none too 
soon. The issue had long passed the point where the 
dispute primarily concerned the miners and the coal 
operators. It had become a concern of the American 
people weeks ago. 

Having learned the lesson that it doesn’t pay to 
defy a Federal Court, Mr. Lewis has bowed reluct- 
antly to court orders. Only his miners, irritated by 
the long weeks of cat-and-mouse tactics used by Mr. 
Lewis himself, remain in a belligerent mood to the 
last. Neither, it sems, have been conscious of their 
responsibility not to carry their quarrel to a point 
where it imperiled the general welfare. That sense of 
responsibility has been lacking throughout. 

If one needed any demonstration of the prostration 
to which our industries can be reduced by autocratic 
labor leaders, Mr. Lewis has provided a stark lesson. 
And only the naive could believe that the refusal of 
the miners to return to work, after the injunction 
was issued, was a spontaneous reaction. 

Doubtless they were bitter and discouraged but 
they are not disorderly rabble. The tight discipline 
that Mr. Lewis exercises over them could have stopped 


any.“rebellion” the instant he chose to do so. If the 
mine owners were to accept the far-fetched alibi of a 
miners’ revolt, they would have no logical reason for 
entering into a new contract with a union whose 
members “defy” their own leader. 

What has encouraged Mr. Lewis and the miners to 
flout the Taft-Hartley Law after two losing attempts 
in the past to buck injunctions? When all the facts 
are considered, it becomes clear that the Administra- 
tion’s own attitude and policies have steadily under- 
mined that law and thus set the stage for the latest 
crisis. The President has not only encouraged con- 
tempt for it, but has complied with its provisions 
weakly and tardily; and to the very last he held up 
contempt of court action against the United Mine 
Workers though such contempt was openly demon- 
strated. Moreover, he appointed a group of fact- 
finders which did everything but condone the unfair 
bargaining tactics of the union in its report to the 
President. In the circumstances, it is obvious where 
responsibility lies; it rests squarely upon the Admin- 
istration. 

This sorry experience which almost brought the 
nation’s economy to near-paralysis, should neverthe- 
less have some fruitful consequences. It is virtually 
certain that a fatal blow has been dealt to whatever 
hopes were left for enactment of the President’s pro- 
gram for blanket repeal of the Taft-Hartley Act. 
That program, as it stands, can no longer be sold to 
a Congress conscious of the fact that constituents in- 
sist on some guarantee of Government recourse in 
their interest against strikes endangering the na- 
tional welfare. 

Mr. Lewis, more than any other labor leader, views 
the public interest as a weapon of economic pressure, 
and as long as he is able to manipulate it, others may 
be encouraged to ape his tactics. For this and other 
reasons, Taft-Hartley repeal is no longer a logical 
expectation. If organized labor dislikes this prospect, 
it has only Mr. Lewis to thank. 

Labor will also have to thank Mr. Lewis if his lat- 
est show of irresponsibility brings mounting public 
insistence on measures to make repetition impossible. 
There is a basic need for Congress to set up regula- 
tions whereby “one man rule” of an entire industry 
is barred. And unless Congress acts to outlaw or con- 
trol industry-wide bargaining, public demand for 
compulsory arbitration in basic industries will be 
difficult to reject. 

Nor can the Administration be wholly satisfied. 
For Mr. Lewis, and he alone, forced the White House 
to break its long standing boycott of the Taft-Hartley 
Act. That makes it tough for the Administration to 
explain why the Act isn’t needed, and why it shouldn’t 
be strengthened. In view of all this, it seems to us 
that both the Administration and the labor unions are 
on the spot, thanks to Mr. Lewis who managed to 
render a great disservice to everyone concerned. As 
far as the public interest is concerned, it is up to 
Congress to act promptly and vigorously. 

The need for this is made doubly apparent by the 
continued intransigeance of the United Mine Workers 
in disregarding their leader’s second back-to-work 
order. Their avowed intention to stay out until they 
get a contract, if carried out, will make sterner mea- 
sures inevitable. Their contempt of the Government 
and the public welfare is too obvious to ignore. 
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BY ROBERT GUISE 


MR. MAO’S SELL-OUT 


be he Sino-Soviet treaty, actually a military and 
political alliance aimed against the West—and par- 
ticularly the United States, has made the political 
control of the Kremlin from the Oder to the Pacific a 
grim fact. As one of the most fatefully significant 
events in world politics it cannot be laughed off and 
unfortunately, our own blundering contributed a 
great deal to its 
consummation. But 
it also must be 
viewed in proper 
perspective. 

Official Soviet 
communiques 
make it appear that 
the treaty will be 
based on something 
like equal partner- 
ship but only the 
naive will fall for 
this. Nor have these 
documents told the 
whole story. It does 
not require nine 
weeks to write a 
treaty in which one 
party offers pica- 
yune financial as- 
sistance to the 
other, and the gra- 
cious return of 
some part of the 
loot previously ap- 
propriated from the other’s territory. 

Rather, the treaty has all the earmarks of a com- 
plete sell-out by Mao Tse-tung, China’s red leader, to 
the Soviet dictatorship. The price, in terms of what 
the Chinese people will have to pay, will become 
known only through the events of the coming years. 
And Mao will have to prove that he can collect the 
trivial compensation promised to him in return. 

The promised withdrawal of Soviet troops from 
Port Arthur will have little meaning if, following the 
Polish pattern, Manchuria is to be garrisoned by 
Chinese troops under Russian officers. This makes it 
plain that the Kremlin henceforth will exercise in 
China the same sort of overlordship now maintained 
in Poland and most of the Balkan countries. 

As far as the Chinese people are concerned, their 
troubles with Moscow have only begun. They are soon 
bound to learn (they haven’t been told yet) of Soviet 
plans for the economic exploitation of the food re- 
sources of Manchuria—resources at the moment des- 
perately needed by famine-stricken Central China. 
They will soon learn that in many ways, Mao has vir- 
tually sold them into Soviet slavery. The invisible 
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parts of the agreement will gradually be brought 
—— to them, and the chances are they won’t like 
them. 

In the end, it should prove another forceful object 
lesson to all those flirting with international com- 
munism. The latter recognizes no national interests, 
no right to sovereignty, no departure from the Krem- 
lin line, no indepen- 
dent policy. The al- 
ternatives are com- 
plete submission or 
else deadly enmity. 
The Chinese, too, 
will have to learn 
that no nation has 
ever made an 
agreement with the 
Soviet Government 
that was a happy 
agreement for the 
nation concerned. 
In the end, Mao’s 
bargain will hardly 
appeal to them. 

But for the time 
being, it clearly 
kills whatever 
hopes there may 
have existed for 
any immediate de- 
velopment of Tito- 
ism, either in China 
or in Mao. The lat- 
ter has now fully linked his fortunes with the Soviet 
aggressor and against the West, and thereby estab- 
lished a fixed point in Far Eastern policy. His sell-out 
to the Kremlin should make it easier for us to formu- 
late proper policies and find the right answers in our 
efforts to hold a second front against communist 
expansion. 

Asia asks for such action and we cannot delay much 
longer. This has been impressed on us with special 
force at the recent Bangkok conference. Mere moral 
support of Western sponsored regimes, which the 
Communist world is pledged to destroy, is not enough. 
Such regimes will not hazard their chances of national 
survival unless the West translates moral support into 
action. Barring the latter, the disillusionment spread- 
ing over Eastern Asia cannot be stopped, and unless 
it is stopped, and stopped soon, we shall lose Eastern 
Asia by default. 

For this reason it would not do to underestimate 
the importance of the Sino-Soviet treaty ; its impact 
on the nations of South Eastern Asia has been pro- 
found. But neither should we let it cripple our initia- 
tive. Mao’s sell-out to the (Please turn to page 583) 
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Market Grows Increasingly Vulnerable 


The market was little changed on the fortnight. The net rise since early 1950 has been 
snail-like. Potentialities on the upward side appear quite restricted at best. Sterner tests 
for both the market and business probably are not far ahead. Investment policy should 
remain conservative, emphasizing sizable reserves in cash or equivalent. 


By A. T. 


i fter a slow downward drag for some days, 
the market rallied moderately in the final two trading 
sessions last week—the week ended February 18—on 
news reports that there had been some progress in 
negotiations looking to a settlement of the coat strike. 
The reports, put out by Federal observers, may have 
been optimistic. As we go to press, the actual prospect 
remains unclear. 

Incredible as it may seem, Lewis has revealed his 
specific demands only within recent days, after eight 
months or so of slow-downs, partial strikes and full 
strikes. The demands were so extreme that it seems 
obvious they were advanced for bargaining purposes. 
The give-and-take maneuverings, after maximum 
labor demands have been made, generally take con- 
siderable time. Thus, while a quick settlement is pos- 
sible, it is not probable unless both Lewis and the coal 
operators will greatly compromise the positions taken 


MILLER 


heretofore. Despite Lewis’ second injunction-induced 
“order” to the men to go back to work, it is not evi- 
dent, as this is being written, that the resumption of 
normal coal output is near. 


Significance of the Strike 


If the strike is ended within a couple of weeks, it 
will take only a moderate toll of industrial produc- 
tion, for stockpiles of coal have not been exhausted, 
although they vary greatly among industrial con- 
sumers. Whether it is quickly ended or not, there is 
no reason to suppose the strike can be a dominant 
stock market factor by itself. The market has always 
been more or less apathetic to strikes on the reason- 
ing that much of the production losses thus caused 
will in due time be made up. 

However, the railroad industry has been definitely 
and considerably hurt, because coal is a 
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major traffic item for many lines. Pre- 
mature or not, the reports of some prog- 
ress in the coal talks found chief market 
reflection in some renewed speculation in 


doy rail stocks. Previously, the group had 
lagged behind industrials and utilities 
aso for some time, the rail average having 
made a high for the 1949-1950 market 
260 recovery on January 11, compared with 
highs on February 4 and 10 for indus- 
249 trials and utilities, respectively. The per- 


formance of February 18 took the rail 
average to a new high by the margin of 


azo one-fifth of one point. We are not im- 
pressed by it, whether you credit hopes 
200 of a strike settlement with being the 


whole story or whether you figure that 
some professional operators “helped” 


180 the rail average a bit. The latter tactics, 
at just the right time, might be calcu- 
160 lated to stimulate interest and keep the 


pot boiling. That is a good thing for com- 
mission brokers; and also for those who 


ie 
- .have substantial blocks of stock to be 
OF WALL STREET 325 distributed to the gullible. 
Ito 120 The Dow industrial average reached 
the 200 level about two months ago, com- 
190 100 pared with 203.97 at this writing. In the 
~ yp gs He BU an os. 8 am. meanwhile it has been as high (omitting 


decimals) as 205 and as low as 196. As 
noted before, the average is in the area 
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on the upside figured to be 
slow and laborious in any 
event and where the start of 
a reaction of some scope, if 
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gish. These indexes remain 
in the upper section of the 
broad trading range main- 
tained since the autumn of 
1946, with the composite 
and low-priced indexes at 
new 1949-1950 highs by a 
slight margin. Any way you 
look at it. the market will 
have to take a lot of selling. 
There will be selling by peo- 
ple who bought individual 
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purposes, who see no polit- 
ico-economic basis for a sus- 
tained bull market, and who 
question whether the supply 
area in which the market is 
now floundering can be sur- 
mounted by a significant de- 
gree, if at all. And there will 
be selling by speculators and 
shorts, largely professional, 
who figure that this is a logical chart area for sales. 
_ Inour view, it will take an impressively persistent 
investment demand to put the market even moder- 
ately higher ; and we question that such demand will 
develop. Meanwhile, the current level could prove 
quite vulnerable as “air pockets” develop and as peo- 
ple get more nervous or doubtful about the business 
outlook. 

The recent speculative spree in television stocks— 
with professionals pouring the usual gasoline on the 
fire—reminds one of the soaring speculation in whis- 
key stocks in 1933. There is no doubt that television 
is a “growth” industry. So was radio in the 1920’s. 
There is no doubt also that television is moving rap- 
idly toward the cut-throat competition which is as 
inevitable as it was for radio. Finally, there is no 
doubt that most television stocks are now over-priced ; 
and that the group is, or soon will be, vulnerable to 
really deep reactions. 

Excessive speculation in this widely popular group 
and in a number of low-priced stocks, evidence of 
group-rotation maneuvers to keep the market going, 
and sluggishness in most good quality stocks seem 
unlikely to inspire confidence. Neither will the first 
real “air pocket” which has been seen in a long time: 
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that in American Woolen. The stock dropped nearly 
6 points on omission of the dividend and publication 
of an earnings report even more drab than had been 
anticipated. “Air pockets” do not usually develop ex- 
cept in over-bulled markets. Whether this one will 
prove an isolated happenstance remains to be seen. 


The General Scene 


The outcome of the British election will soon be 
known. If the Socialists win it, that certainly will be 
nothing for our market to cheer about. If the Tories 
win, it may be by a narrow margin, tending to make 
for weakness in policy where strength will be needed. 
So there would not be much to cheer about here, 
either; especially since the Tories are committed to 
carry on the British Welfare State. 

At Washington not a great deal more will be done 
than prepare for the November Congressional elec- 
tion. Foreign aid will be cut somewhat, with domestic 
spending programs continuing to expand. The econ- 
omizers will talk and get practically nowhere. Yet the 
indicated deficit spending will not be big enough to 
touch off renewed price inflation under present com- 
fortable supply-demand (Pledse turn to page 586) 
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Ye ver since the war’s end, heavy capital ex- 
penditures by business and industry have greatly 
contributed to the strength of the postwar boom. 
Until 1948, the trend of such outlays has been con- 
sistently upward, reflecting new and accumulated re- 
quirements for productive facilities to meet the enor- 
mous demand for virtually every type of product. To- 
gether with huge inventory replacement needs and 
booming exports, they combined to push production 
and employment to unprecedented heights. 

Needless to say, any marked weakening of these 
major props is bound to have incisive repercussions 
on the future course of business; but it is equally 
obvious that industrial expansion to date has enor- 
mously widened industry’s productive horizon, and 
thereby earnings prospects accruing from enlarged 
capacity and greater production economy. 

By this time, most companies have either com- 
pleted, or are nearing completion of their postwar 
replacement and expansion programs for productive 
facilities and as a consequence, the influence of this 
type of expenditure in the overall economy can be 
expected to diminish. Up to the end of last year, U.S. 
business will have spent some $65 billion for new 
plant and equipment alone, much of it for reconver- 
sion and replacement of obsolete and worn-out facili- 
ties. The latter point is significant, for it has an im- 
portant bearing on the relative weight of the over-all 
figure. 

Allowing for depreciation of plant and equipment 
(conservatively estimated for the years 1946-49 at 
about $24 billion), net additions to capital assets ap- 
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Corporate Expansion to Stockholders 


By E. A. KRAUSS 


pear to have been comparatively moderate, particu- 
larly in view of the population growth and reduced 
capital investments (for civilian purposes) during 
the war years. If one further considers the fact that 
depreciation is calculated on basis of substantially 
lower prewar costs, while postwar expansion was 
undertaken at much higher postwar prices, it 
strengthens the point made before, namely, that net 
physical] additions have been much smaller than sug- 
gested by the gross figure of $65 billion. As a result, 
prospects for continuation of the capital goods boom, 
though on a more moderate scale henceforth, may 
actually be better than many think. 

Progressive fruition of postwar expansion plans 
in major industries has been instrumental in halting, 
and ultimately reversing — however moderately to 
date — the shortage-induced price inflation which 
has characterized our superboom. The resultant bene. 
fit to the consumer and the economy as a whole is 
self-evident. If this in the past has been less so in the 
case of the stockholder who perforce contributed a 
major portion (in form of undistributed earnings) 
of expansion outlays, it needn’t mean that he will not 
eventually share in the advantages accruing from ex- 
panded production, more economical operations and 
generally improved competitive positions. The money 
spent for this in the past, often at his expense, will 
bear fruit in the future, is in fact bearing fruit right 
now in the new competitive era as revealed by cor- 
porate results in recent months. 

Because an up-to-date plant is more vitally impor- 
tant than ever, expansion and particularly moderni- 
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zation and replacement of older facilities is bound to 
continue. A hopeful sign comes from current business 
investment forecasts. Plant and equipment buying 
this year is estimated to run about 15% below last 
year, and actual outlays are now down by about the 
same percentage. There is much to suggest that bar- 
ring unforeseen adverse developments, the main 
downward adjustment in business spending may al- 
ready have been completed. If surveys are correct, 
such spending may continue close to current levels, 
and it may even rise somewhat in coming months. 


Stee! Expansion to Continue 


There are specific signs that point in this direction. 
Take for instance the steel industry which this year 
will put the finishing touches on the greatest expan- 
sion program in its history at a cost running well over 
$2 billion. Last year’s outlays came to $510 million, 
being topped only by the $583 million spent in 1948. 
This raised total postwar expenditures to $1.9 billion, 
and an additional $468 million is slated to be spent 
this year on expansion and improvements. 

As a result of past outlays, steel capacity by the 
end of last year had risen to an estimated 98.1 mil- 
lion net tons from 91.9 million in 1946 and 80.1 mil- 
lion net tons in 1939, an 18 million tons’ increase over 
a decade. Last year alone, about two million tons were 
added but this year it will only be about half a million 
tons. Steels is entering a period when emphasis will 
be less on expansion, more on improvements in proc- 
essing. No big building program is contemplated. The 
stress is on modernization of old mills or their re- 
placements with new mills closed to markets. To 
some extent, of course, the latter aim has also been 
behind past expansion moves. 

Incidentally, U. S. Steel Corporation, since the war 
ended, has spent some $875 million for expansion and 
improvement of its properties, in the process raising 
its annual rated steel production capacity from 29.5 
million to some 32 million tons of steel ingots and 
castings, with an additional $167 million left to com- 
plete all authorized replacements and additions. This 
huge program, involving a host of subsidiary com- 
panies, included not only the acquisition of new 
plafits and mills (quite a few from the Government 
after the war) and construction of new facilities, but 
also replacement of certain obsolete 
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The corporation’s annual rated steel capacity is 
now equal to about one-third of total industry capa- 
city. There have additionally been substantial ca- 
pacity increases in coke, pig iron and various finished 
products such as sheets, plate, tubular and wire prod- 
ucts—all with a view to increase and balance the con- 
cern’s raw material, steel producing and finishing, 
fabricating and distributing facilities in order to 
meet vastly increased demands. In furtherance of 
these objectives, Big Steel in 1946 purchased from 
the Government various properties (previously oper- 
ated for the Government by its subsidiaries) includ- 
ing the Geneva, Utah, steel plant and plants at Home- 
stead, Duquesne and the Edgar Thompson Works in 
the Pittsburgh district. 


But Big Steel’s expansion is far from completed. 
New plans include construction of a fully integrated 
mill at the Eastern Seaboard, on the Delaware River 
about 30 miles northeast of Philadelphia, with a total 
ingot capacity of about two million tons. This proj- 
ect, which will take about (Please turn to page 584) 





or marginal facilities which had been 
continued in operation during the 
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Space and the absence of detailed 
technical data does not permit a thor- 
ough analysis of what all this will 
mean to Big Steel in terms of im- 
proved production and competitive 
advantages. But as already mentioned, 
rated capacity has been upped by 
some 2.5 million tons and it is also 
understood that improved operating 
efficiency has resulted in a marked 
lowering of the company’s break-even 
point, from around 70% to perhaps as 
low as 50%. The latter alone signifies 
enormous progress from which stock- 
holders are bound to benefit in the fu- 
ture—in the form of greater earnings 
stability through minimized impacts 
of cyclical fluctuations in demand. 








COMMERCIAL AND MISCELLANEOUS Py 


Benefits accruing to Big Steel mee AND GAS ANO | | Fy 


ELECTRIC UTILITIES 


MANUFACTURING AND MINING s 
P 4 
2 1 - . 4 Bis 4 . ae 





Oe 


— 

























































































FEBRUARY 25, 1950 


541 






















































































| HIGHLIGHTS OF POSTWAR EXPANSION PROGRAMS OF LEADING CORPORATIONS 








ARMSTRONG CORK — Spent approximately $45 million during 1045 to 1949. During this period, the company undertook 
j construction of several new plants along with additions to, and modernization of others. New Asphalt Tile plants were erected 
| at Kankakee, Illinois, and Jackson, Mississippi, while a Fiberboard Insulation plant was located at Macon, Ga. A new factory 
and office building for the Canadian subsidiary was constructed at Montreal. Other major projects included installation of new 
and modern power facilities at Beaver Falls, Pa., and Fulton, N. Y. Rearrangement of equipment also involved new con- 
struction at the Lancaster, Pa., and Braintree, Mass., centers. Additional improvements and betterments were introduced in 
most of the remaining company plants. 





BETHLEHEM STEEL CORP. — Spent approximately $318 million during 1946-49. Expenditures for additional property, facilities 
and equipment in the past few years covered virtually every operating aspect of the company. At the Bethlehem plant, 
additional facilities were added to the ingot mould foundry, the 46” blooming mill, and for new tool steel production, 
apart from other improvements. At the Sparrows Point, Steelton, Williamsport, Johnstown, Lackawanna and other points of 
manufacture, mills, furnaces and fabricating facilities were overhauled or outfitted to increase capacity and efficiency. This 
expansion raised the rated steel capacity to 14,200,000 net tons per annum by early 1949. Last year, Bethlehem purchased 
eight acres in Seattle for a structural steel fabricating shop, and doubled production of cold rolled sheet and strip at its 
Lackawanna plant in Buffalo. In 1950, the company announced installation of a 75-ton electric furnace at the Vernon, Calif., 
plant, while in the East it acquired 325 acres of limestone quarry land in Chester County, Pa. Directors recently also authorized 
a $30 million construction project at the Sparrows Point plant, to increase by 900,000 tons annually shipments of flatrolled 
products to the eastern market. Additional mills are planned for this plant which would increase company’s shipments of 
tinplate and cold-rolled, hot-rolled and galvanized sheets by 75,000 tons monthly. 





CELANESE CORPORATION — Plant improvements in the 1945-48 period cost $108 million. As result of these betterments, 
the company has substantially increased its capacity in all divisions, including yarns, fabrics, plastics and chemicals, 
besides constructing a finely equipped new laboratory in New Jersey. In order to provide its own supply sources for pulp, 
Celanese Corporation obtained vast timber rights in British Columbia, where construction of a purified cellulose plant by a 
Canadian subsidiary last year virtually completed the company’s postwar expansion and modernization program. 





CHRYSLER CORP. — Spent approximately $134 million during 1946-48. The company made numerous additions and im- 
provements in this period which it could not do during the war years. A major cost factor is the necessity of re-tooling, 
replacement and re-design of equipment for competitive production of cars. Expenditures made in 1949 included completion 
of the new press plant outside Detroit, which increases the metal stamping capacity by 25%. Last November, Chrysler’s 
Canadian subsidiary announced plans for building extensions amounting to more than $1,750,000. 





GENERAL ELECTRIC CO. — Spent approximately $276 million during 1946-48. The plant expansion and modernization 
program which GE had under way since early 1940, has largely been completed. Some of the last major projects to be 
finished was the new turbine factory at Schenectady, covering 20 acres under one roof and employing more than 5000 people, 
and the Research Laboratory, also at Schenectady. In 1950, it is expected that only a new television building will be 
started, plus a several million dollar addition to the Pittsfield group, with perhaps a few minor property changes in the 
company’s far-flung plant system. 


GENERAL MOTORS — Spent approximately $617 million during 1946-48. At the end of 1946, about 30% of the post-war 
plant construction program remained to be completed. These included extensions and additions for Chevrolet, Fisher Body, 
New Departure, Brown-Lipe-Chapin, Delco-Remy, the Diesel Division and McKinnon Industries and for the Buick-Olds- 
mobile-Pontiac Assembly Division. As greater efficiency is obtained by decentralization, assembly and other plants in the 
vicinity of principal markets are essential to organizational performance. In line with this policy, the company continued 
expansion to meet competition by further construction and acquisition. Fisher Body leased a war surplus plant at Ambridge, 
Pa., Chevrolet completed a new plant at Parma, Ohio, and the BOP Assembly Division opened new plants in Atlanta, Ga., 
Wilmington, Del., and Framingham, Mass. Last autumn General Motors Diesel Ltd. of London, Ont., enlarged its facilities, 
and the Genevilliers factory near Paris was purchased. Last year, also, work was begun on the new technical center near 
Detroit, while Pontiac was planning a new engineering building >nd an addition to the Ternstedt plant. 











B. F. GOODRICH RUBBER COMPANY — In the three-year period 1946-48 inclusive, gross value of plants and equipment 
rose by $43 million. While detailed figures are not available, construction in 1949 of a large new belting plant in Akron 
and a general chemicals plant in Avon will substantially increase the current total. Additionally, conversion last year of 
Government-owned plant in Texas to produce “cold rubber” involved considerable outlays. This latter facility will increase 
capacity for “cold rubber” to 30,000 tons annually. Aside from expanding and riodernizing productive facilities in postwar, 
Goodrich has constructed one of the most outstanding research centers in the industry. 





GULF OIL — Spent approximately $629 million during 1945-49. Expenditures for plant, equipment, production properties, 
pipe line extensions, refinery expansion and improvements, acquisition of marketing facilities, new tankers and other capital 
investments have been in a sharp uptrend since 1942. The company’s high rate of operations intensifies the rate of replace- 
ment and obsolescence both in the U. S. and abroad. In addition, new plant and facilities must be built to meet the world race 
for markets. A new refinery is being built this year in Venezuela costing $50 million, and installations in the new oil fields of 
Canada may require substantial financing eventually. 


INTERNATIONAL HARVESTER COMPANY — Spent approximately $220 million during 1946-49. This sum has been expended 
for normal replacement of fixed assets, new buildings for new products and for foreign subsidiary expansion. Last year a 
sizable amount was invested in facilities for producing a new line of trucks, and for establishing parts depots for more 
efficient distribution of an increasing volume of service parts. Considerable investment was made during 1949 in new manu- 
facturing and sales facilities of the Canadian subsidiary. The French subsidiary also expanded by purchase of buildings 
for the manufacture of tractors, while in Australia a plot of land was acquired to erect a motor truck assembly plant. 








INTERNATIONAL PAPER COMPANY — Including appropriations of $37 million for capital expenditures in 1949, company’s 
facilities during 1946-49 have been expanded or modernized at a cost of about $110 million. Perhaps the most important 
element in the postwar program was last year’s start on construction of a $20 million pulp mill near Natchez, Mississippi, 
to utilize hardwood as a primary material for the first time by the paper industry. Installation of the most up-to-date 
machinery in all of the company’s new and old plants producing newsprint and kraft paper of pulp has brought cost-savings 
on a broad scale. 





JOHNS-MANVILLE — Outlays for capital improvements in postwar have totalled about $60 million. A number of new 
plants have been constructed in strategic locations, others have been added to and completely modernized and a broad 
program to streamline operations has been virtually completed. Erection of a new research center should stimulate develop- 
ment of new products for the building industry. To attain further diversification, the company has acquired two concerns 
whose output should round out its many other lines. Improved integration has been gained by development of a large new body 
of asbestos ore near Matheson, Ontario, to supplement long maintained mining operations in Quebec. 
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| _ As Revealed by..... 
1949 Annual Reports 


By J. C. CLIFFORD 


- 

7 he gradual accumulation of corporate reports 
for last year begins to form an uncommonly interest- 
ing picture of industry in a period marked by major 
readjustments. In no former twelve-month period 
have so many groups and individual concerns expe- 
rienced such a sudden impact of operating difficul- 
ties, or overcome their handicaps so speedily or on a 
broader scale. 

While total corporate earnings in 1949 were lower 
than in the boom year 1948, the experience of many 
concerns varied widely in this respect. As was to be 
expected with the return of heavy competition and 
lower prices, the more strongly entrenched and more 
efficiently managed firms displayed marked ability to 
pull out of a temporary decline, while others less for- 
tunately situated showed signs of reverting to a 
former marginal status. On the whole, however, the 
continued high level of spending by consumers, busi- 
ness and the Government amply maintained the vital- 
ity of the economy in its gradual return to more 
normal operations. 

Trends in the performance of various enterprises 
last year are clearly revealed in their interim reports, 
in some cases determined by basic operating factors 
and in others by factors beyond managerial control. 
The completion of large scale expansion and mod- 
ernization programs enabled a good many concerns 
to maintain or expand profit margins despite reduced 
volume, thus lending encouragement to their poten- 
tials in the first half of 1950, when an uptrend in sales 
is possible. 
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Conversely, the 
earnings of most 
companies receded 
more rapidly than 
their annual sales, 
as shown by an esti- 
mated over-all de- 
cline of about 21% 
in net profits com- 
pared with a prob- 
able dip of about 9% 
in corporate volume, 
as against results in 
1948. These latter 
trends are less sig- 
nificant than ap- 
pears on the surface 
because compari- 
sons are made with 
the postwar peak 
year 1948; even al- 
lowing for reduced 
earnings, last year’s 
total net income of about $17 billion will es- 
tablish the third highest aggregate in the 
history of the economy. 

All-time peak earnings of the larger auto- 
mobile concerns, either actual or estimated, 
reflected the advantage of strongly en- 
trenched trade positions, ample materials 
supply and an insatiable demand for passen- 
ger cars. In contrast, many of the leading 
truck manufacturers experienced such a 
drastic reduction in demand that a number 
had to report deficits for the first three quar- 
ters of last year. Similarly, the return of 
intense competition pushed results of some 
newcomers in the automotive field, such as 
Kaiser-Frazer Corporation, far into the red 
ink. Other concerns in this field, though longer estab- 
lished, felt the brunt of competition to a point where 
their earnings were impressively reduced. 


Factors Affecting Earnings Trends 


We have cited the experience of the automotive 
group at this stage of our discussion because the pat- 
tern formed would closely apply to most other indus- 
tries. It seems clear that established product popu- 
larity, diversification and greatly improved operat- 
ing efficiency, aided by large sums spent on promo- 
tion, have proved highly beneficial to the stronger 
units. In marked contrast, high and rigid overhead, 
rising wage costs and sales expenses last year proved 
troublesome to many manufacturers faced with price 
fluctuations and inventory losses. It is only necessary 
to study the as yet limited number of 1949 annual 
reports to note how broadly earnings varied because 
of the foregoing basic advantages and handicaps. 
Producers of steel, building supplies, chemicals, elec- 
trical equipment and many other items reported more 
widely divergent progress in 1949 than in several 
years past. 

Full year results, though, often fail to show up the 
rather rapid changes in operating conditions from 
quarter to quarter. Hence our readers should find in- 
terest in studying the interim earnings reported by 
a number of representative concerns, tabulated here- 
with. Noteworthy is the general downtrend in earn- 
ings characteristics of the first six months, when 
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abruptly reduced sales and lower prices pinched mar- 
gins very generally. The speed with which some con- 
cerns gained better cost control and made necessary 
inventory adjustments to permit more satisfactory 
progress in the second half year.colors the picture 
impressively, though the reverse is also true in a good 
many instances. ; 


How the full pick-up in business confidence and in- 
ventory replacements brought corporate earnings to 
a level that in some cases completely offset earlier 
declines, or even losses, is significant. Of equal im- 
port were those instances where, despite relatively 
stable volume, the impact of competition on prices 
narrowed margins, reducing net income. This factor 
especially applied to a number of leading concerns in 
the chemical, paper and shoe industries. Then, again, 
there were many weakly situated concerns whose 
earnings went from bad to worse from quarter to 
quarter, due to inadequate cost controls and inherent 
operating disadvantages. 


How Textile Industry Fared 


While annual reports of leading textile mills have 
been slow in appearing, this industry undoubtedly 
staged a heartening recovery in the latter part of 
1949 from acutely depressed levels in preceding 
months. Whereas most of the stronger mills experi- 
enced earnings in the first nine months sharply lower 
than the year before, a marked spurt in volume in the 
final quarter probably reversed the trend and made 
net income for the full year better than had been ex- 
pected. With good prospects for continued high level 
national income in the current year and a basically 
heavy replacement demand for fabrics of every de- 
scription, further recovery by the textile manufac- 
turers is indicated in near months. 


The steel strike in the final quarter of 1949 nat- 
urally brought to a halt the encouraging progress of 
the entire steel industry characteristic of preceding 
quarters, when many of its components reflected the 
benefits of enlarged and modernized facilities. While 
industrial consumers of steel also suffered from a re- 
duced supply, to the detriment of their final quarter 
earnings, accumulated inventories in many cases 
helped to ease the problem. This factor of scanty steel 
supplies will likely continue to plague some manufac- 
turers throughout the 1950 first quarter, although 
steel producers themselves will benefit for a time from 
accelerated production, that is, to the extent that the 
coal stoppage does not interfere. In this connection 
it is important to realize that while a prolongation of 
the coal controversy may seriously affect near term 
earnings of steel producers and fabricators alike, re- 
sultant deferred demand should stabilize operations 
longer than presently foreseeable. 


Inventory Adjustments 


On the whole, it appears that readjustment of high 
priced inventories in 1949 was largely accountable 
for the general decline in industrial profits. Accept- 
ance of losses through inventory revaluations and 
liquidation was an adverse factor in determining 
earnings of numerous concerns, especially those not 
employing LIFO methods, although, as usual, credits 
from reserve accounts often distorted the real pic- 
ture. An encouraging element in the 1950 outlook is 
that last year’s completion of inventory adjustments, 
even at the expense of reduced earnings, greatly im- 
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proved the financial position of many. In other words, 
numerous annual reports reveal lower current liabili- 
ties and correspondingly higher current assets, the 
latter mainly in the form of cash resources, and with 
inventories marked down to a very healthy status. 

By this process, better cost control has been made 
possible, with the prospect of more confident inven- 
tory buying in the next six months, provided the de- 
mand for goods continues at the presently indicated 
satisfactory level. Confidence in this respect is already 
being reflected by the surprising number of com- 
panies that have increased their dividend payments 
in the first quarter of the current year. 

It is only by careful study of individual company 
reports that explanations for varying earnings trends 
can be brought to light. It seems appropriate, accord- 
ingly, to discuss a few. Let’s start with United States 
Steel Corporation. 1949 net income of Big Steel was 
reported as $165.9 million or $5.39 per share com- 
pared with $4 in the previous year, but bookkeeping 
adjustments in the strike-bound fourth quarter sub- 
stantially accounted for the improved showing. 

In reporting net income of about $32.7 million for 
the final three months last year, equa] to $1.01 per 
share, the company explained that because of cur- 
tailed production in the final quarter, previous allow- 
ances for accelerated depreciation had been too lib- 
eral, to compensate for which it was necessary to 
enlarge arbitrarily fourth quarter income by $6 mil- 
lion. Additionally, heavy shipments immediately fol- 
lowing the strike included many steel products mostly 
carried at 1940 values under Last-In, First-Out 
methods of accounting, causing non-recurring inven- 
tory profits of $17 million and involving Federal in- 
come taxes of approximately $7 million. At any rate, 
U. S. Steel points out that the actual out-of-pocket 
expense of the six weeks strike was around $37 mil- 
lion, although this was not fully reflected by earnings 
as reported. 


Bethlehem Steel Corporation 


Bethlehem Steel Corporation also reported earn- 
ings for 1949 at a record high of $9.68 per share, 
despite strike losses equal to about $12 million or 70 
cents a share. Until receipt of the audited report, 
however, no detailed breakdown of the company’s 
operations can be had. Net income of $1.54 per share 
in the fourth quarter measurably extended a down- 
trend characteristic of the three preceding quarters, 
but none the less contributed to an annual peak, as 
stated. Eugene G. Grace, president of Bethlehem 
Steel, is optimistic over steel demand for the next six 
months as all signs point to continud heavy consump- 
tion. Late in January, though, shrinking coal supplies 
had closed five of the company’s blast furnaces and 
started to cut down open hearth operations. The pro- 
gressive deterioration in the coal picture can hardly 
fail to affect adversely earnings of Bethlehem Steel 
and its competitors in the current quarter, although 
as we have suggested, activity in this field may be 
correspondingly intensified later in the year. 

The management of Bethlehem Steel attributes 
considerable credit for its satisfactory earnings last 
year to operating economies achieved by outlays of 
more than $317 million for plant improvements in 
postwar, and plans to spend at least another $93 mil- 
lion in 1950. The company’s backlog orders at the 
end of 1949 stood at $417 million, of which $128 mil- 
lion represented shipbuild- (Please turn to page 583) 
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- Comparative Sales, Earnings and Operating Margins of Leading Companies 
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ade Net Sales Operating Margin 
en- ($ million) ay Net Per Share Net Per Quarter 1949 
de- 1949 1948 1949 1948 1949 1948 Ist 2nd 3rd 4th 
ted ie itiee . $895 $948 (a)I1.7% (a)ll4% $2.26 $236 $.66 $.56 $.57 $.47 
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rd- BEEP LC See eee aeeee meee 361.6 309.7 19.9 15.7 12.42 8.49 2.09 3.02 3.71 3.60 
tes Dresser Industries 0. 80.6 108.6 6.8 11.5 3.02 7.14 1.74 72 35 2h 
a Endicott Johnson 131.6 148.6 2.8 4.6 248 4.11 (byl (b) 137 
ng SUOSEONO TUN ca eons 579.6 633.8 6.1 8.5 8.82 13.84 . (b)4.02 . (b)4.80 
1b- Hercules Powder 2 : 125.8 134.1 13.0 13.2 3.60 3.99 .90 87 89 92 
or Hooker Electro Chemical....... 21.8 23.7 17.4 18.2 2.64 3.32 73 .60 54 77 
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by International Shoe nn enennnnen 190.0 219.8 6.5 9.9 2.26 4.06 . (b)1.32 ; (b).94 
to Johns Manville 162.5 173.4 13.6 14.4 483 §.22 97 97 O4SB OBI 
<f Jones & Laughlin 386.0 446.0 (a)8.8  (a)tt.2 750 12.01 3.65 1.90 1.73 22 
‘ly | Kinney (6. R.)i Co. ene eeenernee 35.2 34.7 5.5 6.5 4.23 5.01 wae (b)1.99 (b)2.24 
at [SCR I DE Saye ens 191.3 200.2 6.2 8.8 4.03 8.84 1.09 1.21 80 93 
“a | Liggett & Myers. 557.7 556.5 9.4 9.6 7.19 88 154 1.80 213. 4.72 
te, | Lone Star Cement... 63.9 545 (a)26.2 (a)23.2 10.32 8.18 1.67 2.78 2.90 2.97 
. Mathieson Chemical .................... ‘ 54.0 31.9 21.0 23.8 5.14 5.61 1.48 1.24 1.34 1.08 
gs Monsanto Chemical 165.9 161.6 N.A. N.A. 3.74 3.95 97 75 76 1.26 
“ee 34.1 474 (a)I38  (a)21.9 2.35 5.07 61 45 62 67 
Nash Kelvinator 364.1 302.8 12.1 115 6.04 4.64 1.35 1.64 1.67 1.38 
National Distillers 2. 351.5 362.4 1. 12.4 3.03 3.37 PY | .67 61 1.04 
ll Oliver Corp. 101.3 103.3 95 12.7 7.49 9.38 1.64 2.01 1.34 2.20 
6 Phila, Reading Coal & Iron... 65.7 87.7 (a)7.4 (a)10.6 2.58 4.32 26 88 86... (b) 1.44 
rt, COTTRELL ECE penance Ai ote Oe 67.2 74.5 (a)7.1 (a)8.4 3.63 4.93 (c) 1.78 _.. (e)1.85 
met Republic Steel (#)656.9  (#)772.0 (a)12.3 (a)104 756 7.61 2531.66 (b)3.37 
n- Reynolds Tobacco ..... a 746.3 724.9 9.8 8.9 3.75 3.26 16 96  _.... (b)2.03 
‘Ss, Servel RR 41.2 71.0 Def. 14.2 (d).51 3.00 (d).29  (d).54 39 © (d).07 
“4 Sunbeam Corp. neecncnennenmnervnns 50.2 41.1 NLA, N.A. 10.83 8.52 (e)3.29  .. (e)7.54 
1X Sothenond Praner 25.0228 E 29.0 27.0 9.2 12.2 4.62 6.02 1.13 1.36 (b)2.13 
a Union Carbide & Carbon................ 585.7 631.6 23.9 24.5 320 355 4.85 ti‘C(‘é‘ OCOC«C« 
id AS FRUD bebe 228 517.4 572.0 5.0 6.5 5.62 8.48 1.18 1.12 38 2.94 
O- U. S. Gypsum 137.8 148.5 24.6 25.7 13.51 15.04 3.24 3.05 3.52 3.70 
y U. S. Steel 2,302.4 2,473.1 12.5 9.0 5.39 4.00 1.67 1.45 1.26 1.01 
rh Ward Baking 80.2 86.0 6.0 6.6 3.85 4.63 80 92 1.19 94 
ve West Virginia Pulp & Paper___.__ 88.4 93.2 15.3 17.9 931 1133 274 219 179 2.59 
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“ (N.A.)—Not Available. (d)—Deficit. 
in (a)—Pre-tax margin. (e)—24 weeks. 
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e (c)—28 weeks. (g)—Before reserve. 
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Leading Labor’s Drive (Left to Right): Messrs. Green, Murray and John L. Lewis 


ew twists on pension demands as exemplified 
by the United Automobile Workers’ dispute with 
Chrysler have created a new issue for 1950 equivalent 
to a “fifth round” of postwar demands. In the light of 
developments, it is perhaps no longer accurate to speak 
of “rounds.” The process of pushing new demands goes 
on and on in a continuous struggle for more and more 
of industry’s profits and of economic power. The un- 
acknowledged rule of action seems to be: “The more 
we get, the more we ask for.” 

The UAW-Chrysler dispute is an excellent case in 
point. Far from following any pattern set by pension 
agreements already made, the union has been upping 
its demands and has been willing to go on strike to get 
what it wants. The case may decide the shape of indus- 
trial pensions in 1950, but it may take time. Both sides 
seem set for a lengthy siege. 

Chrysler first offered pensions on the same basis as 
provided by Ford and the steel companies, but under 
union pressure it offered to better the Ford plan by 
guaranteeing $100 a month (Federal social security in- 
cluded) for 65-year-old employees with 25 years of 
service. Ford pensioners must have 30 years of serv- 
ice. But the union spurned the offer ; it is shooting for 
bigger stakes. 

What UAW is striking for is a definite switch from 
pensions of so many dollars a month to a guarantee of 
a certain “package,” aggregating at least 10c an hour. 
Ostensibly it is asking for a pension of $100 a month, 
but it also wants minimum cents-per-hour payments 
into a welfare fund. This means a refusal to let the 
company provide a pension system in which its outlays 
might be lessened by liberalization of the Federal 
social security system. Since such liberalization is vir- 
tually certain, the union is actually shooting for higher 
pensions, beyond the $100 a month guarantee, or other 
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benefits, especially in view of the 
fact that the cost of pensions to em- 
ployers who contracted for them in 
1949 isn’t going to be as great as 
originally expected. At that time, 
rough estimates pointed to about 12c 
an hour. Actuarial studies mean- 
while have placed the figure, which naturally varies 
among companies, nearer 6c to 8c an hour. 

UAW’s insistence on a 10c an hour “package” is 

equivalent to an attempt to have the pension over- 
funded so that a reserve can be built for future de- 
mands. It wants more than 1949 pension patterns. It 
also wants to have a say in the administration of the 
pension fund, as it has at Ford. Chrysler on the other 
hand wants to handle pensions and insurance itself 
without a joint union-management board, contending 
that there is no reason to question its ability or willing- 
ness to do so properly. 
- The union’s insistence on joint management of the 
pension fund is significant in itself and certainly ex- 
poses more fully its strategy. Experience in the United 
Mine Workers case and with other pension plans has 
shown that such joint administration usually results 
either in loose management of the pension fund or in 
never-ending disputes over the application of the pen- 
sion contract. It ties right in with labor’s aim for ever 
greater power. 

Already the significant fact 
can be noted that where pen- 
sions have been won, the 
unions are beginning to show 
considerable interest in man- 
agement policies. Thus the 
president of the Ford UAW | 
local is questioning the com- 
pany’s wisdom in building 
new plants in Ohio, opining it 
might “spread the company 
pretty thin financially.” 

Doubtless the day is near 
when unions will offer such 
“advice” as part of bargaining 
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discussions. A straw in the wind is the NLRB ruling 
that where an employer pleads inability to pay a wage 
rise or a pension, he must show his books to the union 
or risk citation for unfair labor practice. The drive for 
an ever greater labor voice in management is well un- 
der way. 

The trouble at Chrysler shows that the UAW has in 
mind a speed-up of welfare demands which hardly 
jibes with the five-year pension agreements negotiated 
last year with Ford and the steel companies. And after 
Chrysler will come negotiations with General Motors 
which can expect the same tactics. In the circum- 
stances one can assume that the five-year agreements 
earlier negotiated may not run their full course. Mean- 
while an uneven pattern of demands is emerging that 
will make it difficult for industry, and companies with- 
in an industry, to control or estimate future costs. 


Goodyear Plan Ups Pension Potential 


The trend is further illustrated by the latest pension 
agreement between Goodyear and the CIO United 
Rubber Workers. It calls for $100 monthly minimum 
pensions, including social security, at the age of 65 
after 25 years’ service. But it also provides that if and 
when Federal pensions go up, Goodyear will deduct 
from its guaranteed $100 monthly minimum only one- 
half of the amount an individual worker gets from the 
Government—not the full amount as provided in other 
pension contracts. 

Thus if a worker now is entitled to $32 in monthly 
social security benefits, that amount is deducted from 
the $100 minimum with the company paying the bal- 
ance of $68. But should the social security entitlement 
be raised to, say, $65, only half that amount will be 
deducted from the $100 minimum. The company then 
will pay $67.50, giving a $132.50 monthly pension to 
the worker. 

This amply clarifies the direction of pension bar- 
gaining. Labor wants not just a fair and equitable 
pension plan but is out for everything the traffic will 
bear. It wants a cents-per-hour obligation that will be 
unaffected by whatever Congress may do about rais- 
ing social security benefits. Regardless of how much 
the individual worker may ultimately benefit from it, 
it means a greater fixed burden on industry that may 
run well beyond the gains in worker productivity. 


Other Threatening Aspects 


There are other worrisome aspects to the emergence 
of pensions as a national issue in collective bargain- 
ing. The drive to spread pension programs across the 
dividing lines of individual concerns onto an industry- 
wide, area-wide or union-wide basis holds an ominous 
threat for many individual companies. The impact of 
pension programs imposed on an industry-wide basis 
conceivably can be quite serious; for many com- 
panies, such a program is likely to be much more 
expensive than a company program designed to give 
the same pension benefits. 

The reason is that not all companies possess the 
same financial latitude or ability to assume an identi- 
cal burden. Yet industry-wide union power massed 
behind a pension drive can force management to un- 
dertake financial obligations and _ responsibilities 
which may not only be onerous for individual com- 
_ but the future size of which can be seen only 

imly. 

Industry-wide bargaining is well under way; nor 
are plans for area-wide pensions forgotten. Thus an 
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UAW official has formulated a pension and insurance 
program to be applied to the entire Toledo area in- 
cluding such diverse companies as National Supply 
Co., Champion Spark Plug Co., DeVilbiss Co. and 
others. The program has been submitted for “study” 
with the request for an early start of negotiations. It 
calls for a single retirement fund and a single welfare 
fund covering all employers of UAW workers and 
would cost employers 12c an hour according to union 
estimates. 

With unions intent on extending pension gains to 
whole industries or areas as the next logical step in 
their drive for management-financed security, the 
dangers inherent therein are difficult to ignore. The 
financial threat alone, particularly if a variety of un- 
related concerns are forced into an area-wide pro- 
gram, is potentially immense. The only advantage is 
that it would eliminate one bad feature of the current 
pension pattern, that is, the immobility it imposes on 
the labor force. But that is nothing compared with the 
implied threat to the financial stability of the com- 
panies affected. é 

All these problems are quite obvious; unfortunate- 
ly this doesn’t mean that there may be an equitable 
solution. As long as national labor policy condones 
industry-wide bargaining, union pressure for broader 
security programs will grow and may become as irre- 
sistible in some industries as it is in coal mining, the 
Taft-Hartley Act notwithstanding. 


Aim at Control of Labor Board 


The latter, for lack of prompt and proper applica- 
tion, has proved no protection against the pressure 
which organized labor is able to exert through its free- 
dom to call industry-wide strikes, and thereby to im- 
pose industry-wide welfare patterns despite the ap- 
pearance of company-by-company bargaining. What 
happened in the steel industry last Fall is a case 
in point. 

Moreover, labor is obviously out to control the 
Labor Board as a way to soften Taft-Hartley en- 
forcement now that it must realize that repeal of the 
Act is hardly in the cards this year. Hence the drive 
to get relief from it through Labor Board decisions 
that narrow down its provisions. Union strategy in 
this respect is quite clear; the aim is to get a Board 
majority that will interpret the Act in a way favorable 
to labor. 

The pension drive is well under way but as it goes 
along, new twists are likely to be added, possibly even 
exceeding those introduced by the Chrysler dispute. 
There is every indication that collective bargaining 
drives will extend the gains thus far achieved to all 
of the great mass-production industries as well as to 
others, particularly if area patterns succeed; and em- 
phasis will remain on non-contributory pension pro- 
grams. 

These however are not the final stakes in labor’s 
struggle. The next goal will be a guaranteed annual 
wage, and it is quite likely that one of the first moves 
in this direction will consist of pressure for some sort 
of employer-financed fund to supplement present un- 
employment compensation payments. It is from this 
viewpoint that union attempts, as in the Chrysler 
case, to have pension plans overfunded by insistance 
on a substantial cents-per-hour “package” appear 
even more significant. 

Nobody can tell precisely what pension costs will 
actually be over any given period, but by forcing an 
overfunding of a pension (Please turn to page 580) 
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COAL STRIKE LESSONS 


By E. K. T. 





































CONGRESSMEN are having a taste of what will hap- think the President’s recommendation on depletion 
pen as the program for plugging tax loopholes is a sound one. The producers may charge 2714 
speeds. Oil producing companies came to Washing- per cent of their gross to depletion of the natural 
ton to tell the lawmakers they are wrong if they resource, but the White House wants that cut to 15 
per cent. Basis is the contention that the present 
figure permits recovery of capital investment too 
WASHINGTON SEES: rapidly. But, the oil men say, costs of extracting oil 
have risen tremendously and a less favorable tax 
President Truman into the unhappy admission, by offset will force curtailment, invite a hazard to na 


: tional security. 
word and deed, that instead of a weaker law on ‘ ' ; 
labor-management relations, a stronger statute is FINANCIAL plight of the republican party is more 


serious than it has even been before in recent his- 





The latest antics of John L. Lewis have forced 


needed. tory. Not publicly mentioned at the time of his elec- 

During last year's prolonged discussion of Taft- tion, Guy Gabrielson was chosen national committee 
Hartley Act revision, the White House continually chairman partly because erstwhile large donors were 
drummed on the point that there already was on his side. Gabrielson, however, hasn’t been able 
sufficient Presidential power to take care of crip- to tap them to any considerable degree, while a few 
pling national emergencies. Now Mr. Truman ad- blocks from GOP headquarters hear the democratic 
mits he is without statutory authority to seize the national committee is housed in luxurious, well- 
mines and operate them in the public benefit staffed suites, enjoying a standard of living to 
when the cad diate refuse to work. which it definitely was not accustomed in the past. 


: , Republican headquarters is pleading with the party 
Phage a tribe — o TH pemeraees - faithful to stop contributing to the Taft campaign 


sential to his right to seek injunctions making chain letter. 





effective the results of fact finding board deliber- DEMOCRATS say they have been robbed by Gov. 
ations. Yet it was not the use of that still-undis- Thomas E. Dewey—robbed of a campaign aid they 
closed power but the Taft-Hartley Act itself on hoped to get out of republican use of the term “Wel- 
which the President rested when the need for fare State.” Dewey has pointed out to the party that 
ae : it will lose votes if it continues to circulate a slogan 
going into court became obvious. \ 
: ate 8 which seems to put the GOP on record as opposed 
In the light of the President's change of pace, to the welfare of its citizens; that it invites the an- 
congress will set out immediately to consider im- swer that the party is interested in the few and not 
provements in the “national emergency” section the many. Now its dawning on the publicity master 
of the labor-management statute. The job prob- minds that they should shift the basis of attack on 
ably will stop there rather than become an ex- the Administration, promise a broader pattern of 
ploration of the entire subject. Congressmen see welfare and a sounder one. 
the time opportune to discuss what must be done EXPANSION of the Department of Commerce is in 


when a relatively few workmen strike to the in- 
convenience and job loss of many others, but they 
aren't anxious to legislate farther in the field of 
labor in an election year. At present there is no 
way to implement the suggestions of a fact-find- 
ing board. Fashioning such implements is likely to 
be the first move. 


prospect. It already embraces a wide miscellany of 
subjects and agency heads not usually associated 
with the top agency in the public mind, but there is 
a move on foot to make it also the transportation 
control center. The Maritime Commission is likely 
to be the first to go under Commerce domination. 
President Truman has been convinced by the Hoover 
Commission that this is a logical move. 
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President Truman's tax program continues to 
take a pummeling in public and in private at the Capitol 
but there is a suspicion that the congressmen are 
talking at this point principally to bring out "back home 
reaction." They're not worried about the excise tax 
repealer provisions, for the mandate there is positive. 
But they realize they must find other sources of revenue -- 
just as President Truman had counselled them -- or put 
the Treasury further in the hole. 


















































The job of damming up the chinks through which 








Too hasty action, lawmakers agree, may merely shift, or 
even increase, the existing inequities. For example, if 
the President's proposal to tax businesses operated by 
charitable and educational institutions is approved, then 
what of the tax-free or only partly taxed farm 
cooperatives? In each case there is open competition between the favored and 
the taxed. a 




























And there is every indication that corporations won't take a beating lying 




































































































































































Y, down. This year they have bi-partisan support for the argument that already high 

ral corporate taxes are the direct result of too free spending by the federal agencies, 

15 and that lower, not higher, taxes are needed. If congress begins practicing its 

ent economy preachments it will be the first time, at least in recent years, that the 

too | big companies have been taken in as partners in a try for solution of the financial 

wn ills of government. 

ha- But the best way to forecast what an individual or a group, congress for 

7 example, will do in any given situation is to examine the record of what has been 

in done in similar situations in the past. In any such survey factor No. 1 to be 

ec- evaluated is: what happens to tax increase legislation in an election year? The 

tee answer is not difficult. General tax boosts are avoided. The points of impact 

ore numerically fewest, but valuable from a dollars-and-cents point of view, are hit. 

That means corporations. It has always been possible in the past to disassociate 

ie the corporate entity from its stockholders, in the public mind. Now share-holders 

a]]- are organized, have their own lobbying organizations, are making themselves heard. 

Mg However, the job of budget slashing has added difficulties this year. 

ty A new mechanism, the omnibus appropriation bill, will be put to a test. Already it 

gn is feared that the plan to have two committees of each house act jointly will set up 
a serious handicap of size. Attempt is being made to reach an agreement by which 

OV. a few members of each committee might serve as the examiners of budget requests 

«f in the first instance, report later to the larger group, serving in a sense as joint 

nn conferees of the two houses of congress. 

an Congress is well into the second month of its session and hasn't enacted 

v4 a major piece of legislation. Conscious of the slow start and the warning that a 

ot July adjournment date will be observed at all costs, President Truman is expected 

er to trim his Fair Deal to less than a dozen essential elements. It won't be labeled 

on a "must list," but that's what it will amount to. Naturally it includes appro- 

of priation bills. FEPC will not hold up the senate for weeks as it has in the past. 

; There just won't be time for a trial by oratory. 

- The President wants the senate to pass the social security act amendments 

ed and he will get his wish, in whole or in part. Tax revision is a "must" insofar as 

is the White House is concerned, but as indicated above it won't be the Truman plan. 

iy The Administration wants the "middle income" housing bill passed and rent control 

od extended, and seems to be favored on those scores. 

er The Displaced Persons Act needs rewritings to remove discrimination. 











That may be laid over until a later date, but probably will be rushed through before 
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the gavels are rapped for the last time of the session. Selective Service Act 
extension is in the discussion stage, but world events may prompt congress to 
- approve it, pretty much on a stand-by basis. Federal aid to education has a 


eee A 


White House "must" on it and with some amendments should pass. 























There's been a justified hue and cry against wasteful handling of the 
potato problem by the government, but the losses may be only a hint of what is ahead. 
The cost of the potatoes is minute compared to that of the huge stores of cotton, 
grain, tobacco, eggs and butter which the Commodity Credit Corporation has 
acquired under the price-support program. Last June, the government-owned stored 
commodities inventoried at one billion dollars; by next June three will be an 
increase to 2.2 billion; by June 1951, the inventory will read 3 billion dollars. 
































The budget message includes the stored crops and products among the 
inventories of the government, much as if they were realizable down to the last 
dollar of their cost. Fact is that many of them are of a perishable nature, 
witness the potatoes which must be destroyed. They, too, were "assets." And there's 
no possibility of turning the entire stocks into cash -- none, that is, short of 
the visitation of a world catastrophe. For example there are several million bales 
of cotton. The market couldn't absorb that tonnage except in time of a crop 
failure of such magnitude as to pnll down the entire economic structure with it. 












































Any lingering hope that the Marshall Plan might make Europe self-sustain- 
ing is dashed in the second annual report of the Organization for European 
Economic Recovery. When ECA comes to a close in 1952 there still will be a huge 
dollar shortage though not, of course, as serious as might be the case had there 
been no Marshall Plan, says the report. And, as expected, it cites the essentiality 
of continuing assistance from the United States even though this aid does not take 
the form of direct dollar gifts. 
































The switch to "other types of assistance" presages a hard congressional 
fight on basic national policy. What is meant primarily is relaxing of import 
tariffs and customs duties at American ports. That proposition has been good 
for a fight through many generations of lawmakers and it has never been happily 
resolved yet. Equally certain to provide a battleground is the proposition that 
competition in the lines where Europe shows its greatest efficiency, be made more 
inviting. Number 1, there is shipping and shipbuilding. Europe can build and 
man ships at about one-half the United States cost, but the industry here won't 
stand idly by and see American dollars go through the foreign shipyards and 
hiring halls. 
























































Senator Taft, regarded the strongest potential candidate the GOP could 
offer the southern states (his popularity there, he admits, is a legacy from his 
father whose Presidency was popular below the Mson-Dixon Line) doesn't believe his 
party has a chance to crack the solid wall of southern democratic strength. Not 
even the creation and growth of a GOP-Dixiecrat coalition has encouraged the Ohioan 
to the belief that his party can achieve last benefits. 


Taking philosophically his defeat in the fight against the Lodge-Gossett 
constitutional amendment to require that electoral votes be cast in proportion to 
the popular votes received by a Presidential candidate, Taft said later: "There 
isn't the slightest evidence that the republicans could successfully increase the 
percentage of their vote in the south. It is not easy to change the voting habits 
of a one-party state. All the young people join the majority party because that 
is the way to success, business and professional, as well as political. I cannot 
understand republicans voting for a system fatal to the hopes of republican success 
in any election." 





















































Legislation to increase postage rates has put congressmen on the spot. 
They're faced with the fact that the Post Office Department has been running half a 
billion dollars a year in the red and that agency has put it squarely up to 











operated for public convenience with no thought of profit or, necessarily, 
breaking even. 
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y * ups and downs of the Cold War, the 
post-devaluation adjustments and the elections in 
Great Britain, the problem of Western European 
economic integration, and the search for a new Far 
{astern policy have kept the political and economic 
developments in Latin America off the front pages. 
The only exception are those in Argentina, from 
where come frequent reports of a spreading infla- 
tionary tide and of the difficulties into which Presi- 
dent Peron’s plans for the country’s industrializa- 
tion have run. Yet from the viewpoint of our future 
political and commercial relationships, important 
changes are gradually taking place in Latin America 
—or, to be more exact, in certain countries, for to 
generalize may not always be fair and exact. 

What are these developments? Generally speak- 
ing, they still concern the efforts of Latin American 
countries to live comfortably on their current earn- 
ings after a period of fictitious prosperity in the 
immediate postwar years when they were spending 
their wartime accumulated savings of gold and dol- 
lars. At the height of this happy-go-lucky period, 
about the middle of 1947, Latin America was spend- 
ing, in this country alone, gold and dollars at the 
annual rate of about $434 billion—some $4.2 bil- 
lion for merchandise imports, and over one-half 
billion dollars for transportation bills and interest 
and dividend payments. 

Meanwhile the current earnings of hard curren- 
cies were no larger than about $3 billion, of which 
about $2.3 billion represented the goods and serv- 
ices sold to the United States, and about $0.6 billion 
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the goods sold to Europe for gold and hard curren- 
cies. By the middle of 1948, the wartime accumu- 
lated nest-eggs were gone except in a few countries, 
and the problem was to cut down spending in the 
United States by almost $2 billion with as little 
adverse effect as possible on business and prosperity, 
and postwar expansion plans. 

The measures to bring about this ‘“‘tightening-of- 
the-belt’”? and the nature of the sacrifices differed 
greatly from country to country. As will be seen 
from the first of the tables, Argentina, for example, 
cut her spending for American goods from nearly 
$700 million in 1947 to less than $100 million in 
1949. Spending for anything but essential goods 
had to be eliminated; in the case of Argentina this 
meant a reduction of imports of American motor 
cars and textiles by as much as 95 per cent, and of 
petroleum imports by 50 per cent. 

On the other hand, it will be seen that there is a 
group of Latin American countries, including Vene- 
zuela, the Central American Republics, Chile, and 
Peru, the dollar purchases of which in 1949 were 
fully as high, if not higher, than in 1947. 

The liberal regimes 
“by the center” which 
came to power in most 
of the Latin American 
countries during the 
Roosevelt era were 
rather slow in applying 
corrective measures... 
This, because they 























tended to become bureaucratic, inefficient, spend- 
thrift, and often too weak to deal with radical left- 
ist minorities, jealous of any infringement of wei- 
fare and social legislation. Creeping inflation and 
the decline of real wage earnings, and the ineffec- 
tuality of the spending of the wartime accumulated 
reserves from which so much was expected in the 
way of strengthening the economy, brought about 
widespread dissatisfaction. This dissatisfaction, and 
the need for action as well, paved the way for 
“coups” either by the old conservative, land-owning 
classes, or by army men who usually counted them- 
selves among the followers and admirers of Presi- 
dent Peron of Argentina. 


More Realistic Policies 


In Colombia and Venezuela, these ‘‘coups’’ have 
brought about retrenchment in Government spend- 
ing, and a more realistic handling of economic and 
financial problems. In Peru the provisional presi- 
dent, General Odria, was instrumental in carrying 
out some sensible measures, especially with respect 
to the currency, and there are indications that the 
economic situation has changed for the better. The 
dictatorships in several Central American coun- 
tries range from “benevolent” to “reactionary.” 

Dictatorships are, of course, far from being a 
healthy development, even where they bring to an 
end a period of chaos as, for example, in Costa 
Rica. The opposition usually goes underground and 
waits for its opportunity, which may be the de- 
terioration of the economic situation. Colombia is a 
good example of such a dormant political volcano. 
The danger is that when the next upheaval comes 
it will bring to the top far more radical leaders 
than before. 

While Latin America has been drifting toward a 
greater conservatism in politics and economics, there 
have been other developments. They indicate that 
the toughest period of “belt-tightening” may be 
over, and that the hard currency earnings by some 
of the Republics are on the increase. These develop- 
ments are: (1) the revival of business activity in 
the United States; (2) realization that the world 





production of certain commodities — wool, coffee, 
cocoa, rubber, and jute, to name the most impor- 
tant—is likely during the next few years to be 
below current world demand for these products as 
a result of continuing political uncertainty (in 
Southeastern Asia in particular), drought, plant 
diseases, wartime neglect, and high production costs. 
As a result, we may see the dollar prices of these 
products maintained or even going higher. 

These developments may to some extent be offset, 
however, by smaller spending of dollars for the ac- 
count of European countries by the ECA and other 
U. S. agencies. Germany and Japan, too, may have 
fewer dollars to spend. 

The effects of increased spending for imports by 
the United States and of higher prices of coffee, 
cocoa, wool and other products are already notice- 
able. In Brazil, Colombia, Peru, Mexico, and appar- 
ently also in Argentina, the gold and hard currency 
reserves have been gaining—not much to be sure— 
but the development is encouraging. The free mar- 
ket quotations for the dollar have also turned 
slightly downward, as will be seen from the second 
table. In Colombia this turn took place last Sep- 
tember, in Brazil last October, and in Argentina and 
Uruguay last November, reflecting, unquestionably, 
higher wool prices and the firming of wheat and 
corn quotations. 


Others Will Profit 


Other coffee producing countries, E] Salvador, 
Guatemala, and Costa Rica, are likewise bound to 
profit, as is also Mexico, which together with Peru 
and Chile should benefit from our increased pur- 
chases of non-ferrous metals and the higher prices 
of gold and silver in local currencies. One exception 
seems to be Bolivia, which up to now has profited 
from stockpiling and the high price of tin. With 
tin prices declining in recent months and larger 
supplies coming out of Southeastern Asia, Bolivian 
dollar earnings may fall off considerably in 1950. 
There already are indications of political troubles 
brewing. One way out seems to be drastic devalua- 
tion of the currency, the boliviano, and the subse- 

quent expansion of tin mining activities. 
































i — SSS ———=| Loans from the International Bank or the 
= : : . Export-Import Bank for the development 
U. 8S. Trade with Latin America of other resources, mineral and agricul- 
| Exports to mai tural, would also help. _ ‘ 
1936-38 1936-38 With more dollars available, will Latin 
Bs! Average 1947 1948 1949 Average 1947 1948 1949/] America’s purchases in the United States 
Argentina 79 680 380 133 82 155 180 90|f increase? In some cases, purchases will 
unquestionably rise—with industrial and 
P 10 84 «= 66st 11 40) 62Sts«S ' , : 
Maguey & Peraguey — —- _- _ __ __ _~ __]] agricultural machinery, and transporta- 
Sub-total 89 764 446 172 93 195 242 1I51|} tion equipment favored. It looks as if 
Brazil 60 643 498 «413 117 446 514 492 Brazil may be in the market for more 
Mexico . 83 630 520 466 53 247 246 242|\| American equipment, particularly trac- 
Cuba 79 492 441 371 127. 510 374 417 tors, as part of a long-range program for 
Colombia & Ecuador — 39 259 228 206 50 224 255 252 industrialization which will thus be car- 
fee ep SF A ep 7 50 54 1 vied forward another step. On the other 
Sub-total 268 2,095 1,754 1,516 354 1,477 1,443 1,447 hand, pee seen ped retain ged 
| present restrictions on dollar imports in 
6 Central Amer. Repub. 46 324 238 245 27. 6 UNS) = 132: ae ‘i : ae 6 
es : ie Ba oe or der to rebuild their gold and dollar re- 
aig | 16 92 66 8B 13. 42 «35)Sté«AD. serves. Still others will probably apply 
Chile 21 125) «105145 30 122 179 163 some of the increased dollar earnings 
| Venezuela . 41 427° 516 538 23° 173° 273° «274\| ~toward the reduction of their commercial 
| sate xT Tw ee pages 778 Rages § Se j . 
| Sub-total 129 996 961 1,054 94 496 668 671|| and banking debts. At the turn of the year, 
| Argentina still owed abroad about $130 
| Grand Total - 486 3,855 3,161 2,742 541 2,168 2,353 2,269 million and Brazil about $90 million. 
| Some dollars may be used to buy more 
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European goods, many of which are now selling, as 
a result of the September devaluations, considerably 
below American prices. Currently Western Euro- 
pean sales to Latin America run at the annual rate 
of about $1.4 billion, or just about one billion dol- 
lar less than current U. S. sales of $2.4. However, 
one year ago our exports to Latin America were 
moving at the rate of about $3.2 billion. 

There has been a marked expansion in the last 
few months of French and Belgian sales to Latin 
America, and to Argentina in particular, which is 
taking dyestuffs, chemicals, cotton and wool yarn. 
In contrast, Italian exports to Latin America seem 
to have been losing ground in recent months. Ger- 
man exports are still low, running at a monthly 
rate of about $3 million, but the Bonn Government 
is planning a major export drive and is anticipating 
by 1952 a monthly market for about $20 million 
worth of chemicals, dyestuffs, small machinery and 
optical goods. 


Mexico’s Successful Devaluation 


The devaluations have also introduced a new ele- 
ment into Latin America’s economic relationships, 
particularly with the United States. Since last Sep- 
tember, Argentina, Uruguay, Chile, Peru, Paraguay, 
Bolivia, and Ecuador have readjusted (and in some 
cases greatly complicated) their multiple exchange 
rate systems to the new situation in Western Eu- 
rope, thereby joining Mexico, Colombia, and Costa 
Rica which devalued earlier. 

The most successful to date has been the devalua- 
tion in Mexico, which abandoned all exchange con- 
trols and let the peso find its own stable level at 
8.65 to the dollar, or some 44 per cent below the old 
rate. As part of the peso stabilization program, 
however, Mexico has practically banned all importa- 
tion of luxury goods, including radios, washing ma- 
chines, and refrigerators from this country, and 
has placed quotas on the imports of automobiles and 
other products. To hurdle these restrictions, a num- 
ber of American companies have been diversifying 
and expanding their operations (some of them 
through Mexican-owned firms) or are considering 
going down to Mexico. 

With the exception of Venezuela, Cuba, and the 
Dominican Republic, which have been spared major 
post-war readjustments, Mexico has_ probably 
emerged from the postwar era in better shape than 
any other Latin American country. In contrast with 
its powerful neighbor to the North, Mexico has suc- 
ceeded in balancing its budget. Manufacturing ac- 
tivity at about 163 (1937-100) is at an all-time 
peak, and the combination of devaluation and higher 
dollar prices for copper and other non-ferrous metals 
is putting new life into the mining industry which 
was sadly depressed because of high production 
costs. The devaluation of the peso has also been a 
great boon to the tourist trade; it is estimated that 
some 300,000 tourists visited the country in 1949, 
spending about $170 million or almost 40 per cent 
as much as the country’s total exports. 

Despite these gains, Mexico’s international pay- 
ments, particularly with the United States, remain 
precariously balanced and a failure of a major crop 
or a major export may result in a set back. This 
situation also explains why there are recurring ru- 
mors that “the peso will have to be revalued.” An- 
other danger is rising prices; unless they are sta- 
bilized—and there are reasons to believe that the 
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Currency Devaluations in Latin America 
National Currency Units per U. S. Dollar: 
ig “—_ 1947 1948 Lowest 1949 Dec. 
ae Aver. Aver. Rate Month 1949 
The Countries which devalued (openly or indirectly): 
ARGENTINA (peso) 
Basic rate ......... tee, | 4.23 6.09 6.09 
Cup (le... 4.80 9.25 16.5 Nov. 15.80 
BOLIVIA (boliviano) 
Controlled with tax 42.2 43.4 43.4 3.4 
Free rate 64.1 78.1 bb0.2 Dec. J11.2 
CHILE (peso) 
Official rate << vel 31.1 31.1 31.1 
Curb rate _... 47.9 60.5 102.2 Dec. 102.2 
COLOMBIA (peso) 
Official rate with tax. 1.82 2.13 2.33 2.33 
Curb (cert.) rate. 2.74 3.21 Sept. 2.87 
ECUADOR (sucre) 
Official rate with tax.. 15.0 15.0 15.0 15.0 
Free rate 24.6 24.6 25.0 Nov. 24.9 
MEXICO (peso) 
Selling rate . 4.86 6.88 (0) 8.65(b) 8.65 
PERU (sol) 
Official . . 6s 6.5 oo — a 
Free rate 12.5 14.1 20.4 July 163 
URUGUAY 
Official ... ior 1.90 1.90 2.12 2.12 
Free rate .......... 1.90 1.90 3.60 Nov 10 
OTHER COUNTRIES 
| BRAZIL (cruzeiro) 
| Official with tax 18.7 19.7 19.7 
| Free rate ..... 23.2 26.6 32.5 Oct. 30.8 
| [a)—Dee. 1948 (b)—Rate since last July 























Aleman Administration has the situation under bet- 
ter control—the benefits of the devaluation are likely 
to be lost. 

Mexico’s dire need is the expansion of food output 
and a fuller utilization of her national resources. 
Increased food production can come only from im- 
proved cultivating methods, which means tedious 
education of the Mexican farmer—or from placing 
more land under cultivation. The latter is President 
Aleman’s avowed life objective—but it is a slow and 
expensive process involving the development of irri- 
gation works. Currently about 10 per cent of Mex- 
ico’s budget is going for irrigation works and for 
building electric power facilities — something un- 
usual these days of expanding military expenditures 
in other countries. 


Need for More Argentine-U. S. Trade 


The situation in Argentina is in direct contrast 
with that in Mexico. While the Aleman Government 
has been hard at work balancing the budget and 
“letting in some air” by decontrolling Mexican 
economy and removing foreign exchange restric- 
tions, the Peron Administration has been doing just 
the opposite: it tightened the lid to keep the accu- 
mulating inflationary pressure and dissatisfaction 
from exploding. 

We have covered on a number of occasions the 
story of postwar Argentina. There were but a few 
countries in an economic position as strong as that 
of Argentina at the end of the war—too strong in 
fact, for it has misled President Peron to attempt 
too much at too fast a pace. The industrialization 
program launched in 1946 was not only over-ambi- 
tious, but wasteful, and it ignored some plain eco- 
nomic principles. The large Government expendi- 
tures for defense and (Please turn to page 580) 
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W/oriawiae emphasis on military preparedness 
accounts not only for the Sperry Corporation’s re- 
markable growth since its introduction to the in- 
vestment public in 1933, but for its promising 
outlook over the foreseeable future. Although its 
broad line of products now serves industry and agri- 
culture as well as the military forces, there is no 
secret regarding the company’s dependence on Gov- 
ernment armament orders. 

International tension, highlighted by the Ameri- 
can Government’s decision to produce the deadly 
hydrogen bomb, necessitates vast expenditures for 
aircraft, flying missles, naval craft and other mili- 
tary weapons requiring Sperry products. Until a 
more peaceful world materializes, there is little 
doubt that the company will be called upon to supply 
large quantities of its specialized items. But the 
management has also turned its attention to en- 
larging its market for industrial and agricultural 
equipment. 

The companys’ growth is a prime example of the 
fruition of inventive genius. Sperry Gyroscope Com- 
pany, oldest and most important unit of the parent 
corporation, had its inception forty years ago when 
its founder, Dr. Elmer Sperry, one of the nation’s 
most versatile scientists, successfully completed de- 
velopment of the gyro-compass, on which he had 
been experimenting for six years. Success for the 
new venture was assured when the Navy adopted 
the instrument and had it installed 
on the U.S.S. Delaware. 

It so happened that on board the 
Delaware at that time were Chief 
Electrician Thomas A. Morgan and 
Ensign R. E. Gillmor. They were so 
favorably impressed with the possi- 
bilities for the gyro-compass that 
they subsequently left the Navy to 
join Dr. Sperry. Mr. Morgan be- 
came chief executive of the Sperry 


Corporation and now is chairman of rie dozen years, payments have ranged 
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the board as well as president. Mr. Gillmor became 
president of Sperry Gyroscope and vice-president of 
the parent company. Hannibal C. Ford, one of Dr. 
Sperry’s engineers at the original installation, be- 
came president of Ford Instrument Company, an- 
other major division of the parent company. 

From its modest beginning, Sperry developed 
numerous navigational instruments that contributed 
significantly to aviation’s tremendous advance. 
Among products that have broadened the company’s 
line are the automatic pilot, the artificial horizon, 
the automatic direction finder, gunfire control sys- 
tems, ground armament devices, radar and other 
electronic devices including the famous “zero 
reader” for landing airplanes in blind weather. 
Other products include agricultural equipment, hy- 
draulic equipment and control mechanisms and a 
wide variety of electrical devices such as trans- 
formers, rectifiers, communication systems, print- 
ing equipment, automotive service tools, etc. 


Significant Growth Trend 


The extent of growth may be best illustrated by 
a comparison of sales and earnings figures. From 
insignificant amounts in its early years as a pri- 
vately owned company, the company’s shipments 
increased to about $3.5 million in 1933 and earnings 
rose to $455,000. This was the year the company 
became a publicly owned corporation 
when its shares were distributed (as 
voting trust certificates) to stock- 
holders of North American Aviation, 
Inc. Net income more than doubled 
in 1934 and dividends were initiated 
with a payment of 25 cents a share. 

Sales and earnings expanded, 
notably during the war, and divi- 
dends have been paid annually with- 
or out interruption. For more than a 
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from $1.50 to $2 a share. During the war, shipments 
reached a peak of $429 million, after renegotiation, 
while since the end of hostilities volume has ranged 
from $66 million to over $120 million a year. Statis- 
tical data detailing significant income account and 
balance sheet information may be found in an 
accompanying tabulation. 

It might be supposed such rapid expansion would 
involve considerable enlargement of capitalization. 
The contrary is true. Wide extension of activities 
has been financed entirely out of accumulated work- 
ing capital, except in a couple of instances, which 
resulted in issuance of 82,454 shares of capital stock. 
Long-term borrowing was undertaken for the first 
time last year. The company has a funded debt of 
about $20 million and 2,031,565 shares of common 
stock are outstanding. 


Last Year’s Results 


Complete figures for 1949 are unavailable as this 
is written, but preliminary estimates indicate that 
sales last year declined about 10 per cent from the 
1948 total of $120.8 million and profits apparently 
fell more sharply. Net income may have dropped to 
about $2.50 a share from $4.32 a share in 1948. 
This result reflected chiefly adverse effects of disap- 
pointing farm equipment business. Demand for hay 
balers apparently failed to reach projected volume 
with the result that manufacturing costs were dis- 
proportionately higher than had been anticipated. 
Closer control over operating costs, inventories and 
other vital factors is contemplated this year. 

The backlog of unfilled orders is believed to have 
reversed an earlier downtrend as a result of in- 
creased Government appropriations for national de- 
fense. Toward the end of 1949, orders on hand are 
estimated to have declined to about $120 million 
from $162 million at the end of February, 1949, and 
$130 million as of June 30. 

Prospect for enlargement of business this year is 
closely related to increased national defense expen- 
ditures. Press dispatches recently quoted General 
Joseph T. McNarney, head of the 
Defense Department economy -— 
committee, as saying that almost — 
every industry would share in the — 
$6 billion of orders the military [ 
services expect to place in the ———> 
coming fiscal year. Sperry should —— 
benefit considerably because more | 




















Comparative Balance Sheet Items | 
December 31, 

. 1940 1948 Change 
ASSETS (000 omitted) 
Gets att OE eee $ 5,136 —$ 3,376 
Receivables, Net 0000 5,380 13,905 + 8,525 
Weveniesiesg 26 . 17,398 40,315 + 22,917 
Other Current Assets . 0,863 759 — 1,124 
TOTAL CURRENT ASSETS 33,173 60,115 + 26,942 
Plant and Equipment... 8,510 25,067 + 16,557 
Less Depreciation 0 2,544 12,513 + 9,969 
Net Property : Es 5,964 12,554 + 6,588 
Investments __.. —. ae 1,430 + 088 
Other Assets . e 600 121 — 479 
TOTAL ASSETS $41,081 $74,220 +$33,139 
LIABILITIES* 
Accounts Payable ... $ 2,636 $ 7,534 +$ 4,898 
fe Se ee cae a _ 11,832 8,013 — 3,819 
henued Toes... “9a 7,302 — 1,730 
TOTAL CURRENT LIABILITIES... 23,500 22,849 = 651 
Reserves .... . = etaw 2,318 + 2,318 
Common Stock _. 2,015 2,031 + 016 
Se, ee a 47,022 + 31,456 
TOTAL LIABILITIES . $41,081 $74,220 +$33,139 
WORKING CAPITAL meee $37,266 +$27,593 
CURRENT RATIO 4 26 + 12 
(*)—June |, 1949, Company sold $20 million 3% S. F. Debentures 

due June I, 1969. 
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than $2 billion is slated for pur- ———~——— 
chase of 3,500 airplanes, $300 -<———~——— 
million for work on warships, | 
$150 million for tanks and anti- 
aircraft guns and $40 million for 
bombs, rockets and other modern ; 
ordnance. Accordingly, with indi- 
cations pointing to increased ————— 
shipments of military supplies ———j——j 
and more satisfactory results — 

from the farm equipment divi- 
sion, earnings of Sperry this year 
may be expected to compare more 
favorably with the 1948 showing | 
than last year. 

With recovery in military or- 
ders and probably some shrinkage 
in sales of agricultural and in- 
dustrial products, Sperry may 
achieve a better balance in opera- 
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tions this year. Government purchases last year are 
estimated to have represented a higher proportion 
of shipments than in 1948, when about 37 per cent 
of total volume was accounted for by the military 
services. In 1947, civilian and military business was 
about evenly divided, but generally in the past, 
especially during the war, Government contracts 
have represented more than half of total volume. 

In appraising prospects for the company, allow- 
ance must be made for the importance of military 
orders in maintaining production at a profitable 
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level. To accommodate the current enlarged demand 
for armament components of one kind or another 
and to endeavor to find peacetime products capable 
of taking up the slack as military business recedes, 
it is necessary for the management to maintain 
extensive productive facilities and to display con- 
siderable skill in manufacturing and marketing 
civilian products in competition with concerns which 
may specialize in similar lines. Sperry’s wartime 
record in boosting output to record proportions and 
in cutting back to an abnormally small volume after 
V-J Day testifies to management’s ability to adjust 
operations to rapidly changing conditions. 

As a safeguard against unforeseen developments 
in an industry so closely allied with political and 
military forces, the company has adopted a policy 
of maintaining a strong financial position. Working 
capital rose from about $2.9 million sixteen years 
ago to $37.3 million at the end of 1948 and possibly 
to above $40 million now. Net book investment in 
plant, property and equipment increased from about 
$1.7 million to slightly more than $12.5 million at 
the end of 1948. 


Enlarged Facilities for Diversification 


Diversification necessitated enlargement of pro- 
ductive facilities, and it was thought wise to decen- 
tralize manufacturing activities to avoid building up 
excessive working forces in any particular location. 
Just prior to the beginning of the war, the com- 
pany spent about $10 million in acquisition of prop- 
erties which it foresaw would probably be required. 

Properties have a value well in excess of balance 
sheet figures or even original cost, it is estimated. 
Properties acquired during the war as emergency 
facilities were written off under amortization pro- 
visions of internal revenue laws pertaining to war 
facilities and have not been reinstated on the com- 
pany’s books. Properties thus acquired and still 
owned by the company have an estimated deprecia- 
tion value of about $5 million. Substantial purchases 
of machinery were made in 1946 and 1947 at ad- 
vantageous prices in settlement of contracts and 
leases with the Government as well as with sub- 
contractors. 


The decision last year to resort to long-term bor- 
rowing was necessitated by expansion of farm 
equipment sales. Until 1948, practically all ship- 
ments in this division had been on a cash basis, 
due to urgent consumer demand and prosperity of 
farmers; but with return to normal competitive 
conditions in an industry which traditionally sells 
largely on an installment basis, it became necessary 
for Sperry to extend credit to distributors and 
dealers. Inasmuch as the company’s cash resources 
were insufficient to undertake this activity, it be- 
came necessary to arrange bank loans. These were 
paid off when permanent financing was arranged. 

Although diversification was undertaken to 
counteract complete dependence on military orders, 
a measure of stability has been achieved in aircraft 
business developed partly in connection with mili- 
tary research projects. The fabulous “zero reader,” 
for example, which is expected to greatly increase 
safety in air travel, may prove an important addi- 
tion to the company’s line of aircraft instruments. 
Tests still are being conducted with the instrument 
in cooperation with the Air Navigation Develop- 
ment Board. The problem of perfecting the device 
and having it generally adopted is well in hand and 
company officials contemplate that the instrument 
may be in general use within three or four years. 
Pilots who have tested it are enthusiastic. 


‘*Zero Reader’’ — An Outstandng Development 


The importance to aviation of the “zero reader’ 
is ranked in importance with the development of the 
gyro-driven turn indicator by the late Lawrence B. 
Sperry, son of the company’s founder, who in his 
own right was one of the nation’s pioneer aviation 
figures. The turn indicator made blind flying pos- 
sible. The “zero reader” is designed to make pos- 
sible safe blind approaches. Commenting on prog- 
ress in air safety, a veteran American Airlines pilot, 
H. W. Sheridan, was quoted some time ago as say- 
ing: “In a generation of flying I have seen no instru- 
ments save these two which could be described as 
revolutionary.” General adoption by commercial 
airlines of the instrument promises to make air 
travel safer. It is expected (Please turn to page 578) 
































Long Form Operating and Earnings Record 
ee Net 
Millions Operating Net Profit Net Div. 
Net Operating Margin Income Margin Per Per 
pilose Soles __income Ss %>__($ Million) __% _____Shore_ ____—*Shore__Price Range 
1949 (Ist half) $ 61.4 $ 5.9 9.6% $3.7 6.0 $1.82  — $2.00(a) —-29"/4-22%_ 
1948 _. 120.8 13.9 INS 8.7 7.2 4.32 2.00 307%4-20%, 
1947. 75.0 2.7 3.7 5.6(b) 75 2.79 1.50 2454-16% 
1946 65.7 13.7(d) Nil 7.4(c) 1.2 3.65 1.50 40!/p-187 
1945 + eae 29.4 10.1 6.9(e) 2.3 3.45 2.00 39-2714, 
1944 427.1 47.4 Vet 17 1.8 3.83 2.00 2954-221 
1943 . 460.0 71.6 15.5 7.5 1.6 FY | 1.50 3514-231, 
1942 216.2 30.3 14.0 5.7 2.6 2.87 1.50 3134-215 
1941 99.8 28.2 28.3 8.2 8.3 4.11 2.00 3934-27'/, 
1940 47.5 14.7 31.0 7.8 16.5 3.90 2.00 47-33 
1939 24.8 7.2 29.1 5.4 21.9 2.71 2.00 515-36 
10- Year Average 1939- 48... $82.8 ss $25.9 (4H =— $7.0 0%, $3.54 $1.80 47 -16%4 
*—Pre-tax income (c)—After $21. 5 million credit for post-war tax , 
t—Pre-tax margin refunds and readjustments | 
(a)—Full year (d)—Deficit 
(b)—After credit for provision for post-war (e)—After $1 million provision for post-war 
adjustments of $2.4 million readjustments 
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1950 Special Re-appraisals of 


Values, Earnings and Dividend Forecasts 


x * 


* 


Prospects and Ratings for Tobaccos, Rail Equipments, 
Electrical and Farm Equipment Shares 


Part II 


B. usiness has entered the new year showing 
signs of vigorous recovery not only from the effects 
of the strikes last October but also from the recession- 
ary trends which prevailed during the forepart of 
1949. The general level of activity in recent weeks has 
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held close to that of a year ago, when the 1949 reces- 
sion had barely begun and operations were at a high 
mark. Year-end forecasts reflect a general anticipa- 
tion of well-sustained volumes of production and 
trade in the first half of the year but uncertainty re- 
garding trends during the last half, arising primarily 
from misgivings over the amount of business invest- 
ment and the need for further readjustments, particu- 
larly in durable goods industries. 

It would be premature to insist, as some do in view 
of the present production spurt, that economic read- 
justment is completed. It is simply that last year’s 
strikes have upset the short term time table of adjust- 
ment and once the strike aftermath is over, adjust- 
ment is bound to resume especially in areas little 
affected in the past. Thus 1950 no less than 1949 may 
witness numerous cross currents which are bound to 
affect not only business generally but also create vary- 
ing prospects for specific industries and companies. 

To assist our readers in arriving at sound invest- 
ment decisions under changing conditions, The Maga- 
zine of Wall Street presents its Security Re-appraisals 
and Dividend Forecasts at six months intervals, in 
addition to its regular coverage of important develop- 
ments. By this method, the maximum number of in- 
dustries are periodically reviewed on the basis of 
latest information, supplemented by statistical data 
for ready comparisons. Additionally, brief comments 
on the status of each company listed are presented. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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wes the start of 1950, 
the traditionally unstable 
railway equipment in- 
dustry seems likely to 
emerge from last year’s 
period marked with a 
near vacuum of incoming 
new orders, although 
progress will be slow in 
most divisions. Despite 
a prospect for improved 
conditions, however, a we 
further downtrend in earnings by the majority of 
concerns in the group is expected because backlog 
orders are at low ebb, many plants have been closed 
or put on low production schedules and some time 
will elapse before unfilled orders can mount to prof- 
itable proportions. ite 
In discussing the outlook for this industry last 
summer, we described it as “bleak,” an appropriate 
expression as shown by the fact that in the balance 
of 1949, most of the freight car builders struggled 
to stay open as long as dwindling backlogs per- 
mitted. Looking ahead into 1950, now that unfilled 
orders have reached dismally low proportions, it ap- 
pears probable that their low point may have been 
reached and that improved conditions of the rail- 
roads will encourage the latter to reenter the market 
for new rolling stock on an 
ft increasing scale. Indeed, since 
late in 1949 a number of rail 
managements have been ac- 
tive in placing orders for lo- 
comotives, while inquiries in- 
: volving a sub- 
stantial num- 
ber of freight 
cars have 
aroused new 
hope among 
car builders. 
Before exam- 
ining the. cur- 
rent outlook in 
more detail, it 
is well to un- 
derstand the 
status of the 
industry at the 
close of 1949 
and the severe 
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readjustment problems it had to contend with last 
year. As of January 1, total backlog orders for 
freight cars from Class I railroads had contracted 
to 14,368 units compared with 89,437 a year earlier. 
Worse yet, 11,256 cars of the total were planned for 
construction in the railroads’ own shops, leaving a 
nominal number of 3,112 for outside car builders. 
As in combination, the foregoing orders represented 
hardly more than six weeks’ business at the rate at- 
tained in the early months of 1949, and much less 
for the independent car manufacturers, the picture 
was indeed gloomy, to say the least; so much so that 
even a moderate improvement in the current year 
would establish favorable comparisons. 


Railroads Withhold Car Orders 


Reasons for the progressive decline in activity by 
the freight car division are provided by the tradi- 
tionally abrupt departure of the railroads from the 
car markets at the first signs of economic uncer- 
tainties, not to mention their desire to wait for 
lower steel prices. Additionally, almost 300,000 new 
cars delivered in postwar had strengthened the over- 
all fleet that had deteriorated substantially during 
hostilities. Reduced carloadings last year, work in- 
terruptions, rising costs, the struggle to win higher 
rates, and evidence of declining railway earnings 
strongly influenced the carriers to defer placement 
of new freight car orders, for they could comfort- 
ably coast along with such equipment as they al- 
ready had. In reflection of these factors, freight car 
orders by the Class I railroads placed in 1949 were 
for only 6248 units compared with 92,787 units 
ordered in 1948. 

As usually happens, however, such a lag in orders 
tends to build up deferred demand, and in this re- 
spect the freight car builders are no exception. By 
drawing heavily on their backlogs last year the 
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group, including the railroad shops, put in service 
84,669 new units compared with retirements of 
90,348, of which 16,636 were accounted for in De- 
cember alone. The figures clearly indicate a net de- 
cline on balance, besides an increasing downtrend 
of late. 

In the circumstances it has hardly been a surprise 
that the encouraging economic outlook for the first 
half of 1950 has tended to stimulate both inquiries 
and actual orders for freight cars. While complete 
figures have not become available, the American 
Railway Car Institute estimates that orders placed 


in January were probably around 9,385 cars or 


half as much again as total 1949 placements. Febru- 
ary got off to an equally good start, with orders thus 
far exceeding 6000 cars. Contributing to the Febru- 
ary total was an order for 1000 cars placed with 
American Car & Foundry Company by the Chicago, 
Rock Island & Pacific Railway, and 4500 more 
ordered by the New York Central Railroad, construc- 
tion of the latter to be divided between Pullman- 
Standard and the railroad’s own shops. While larger 
orders than the foregoing will have to be forthcom- 
ing in the near term, the current trend is encourag- 
ing. Pressure has been brought on the nation’s rail- 
roads to order at least 60,000 freight cars in the 








Position of Leading Rail Equipment Companies 





Order Net Per Share Div. 
Backlog* Est. Div. 
($ mill.) 1949 1948 1949 %, 


Price- 
Yield Earnings Recent 
Ratiot Price 


Invest- 
ment 
Rating COMMENTS 


Range 
1949-50 





American Brake Shoe... $13.4 $3.30 = $4.42 $2.00 6.0% 


B2 Replacement business and sales of automo- 
tive equipment stabilizing factors but re- 
duced backlog may lower earnings. 50 cents 
quarterly dividend probably safe. 


10.2 33% 35 30/4 





American Car & Foundry... 61.0 2.090 4.85b 3.00 10.9 


C+3 Backlog still quite large but sharply reduced 
earnings may preclude payment of an an- 
_ dividend equal to last year’s $3 per 
share. 


13.1 27/2 33'/n-21'n 





American Locomotive... 74.0 2.15 2.30 1.40 8.6 


C+2 Outlook for production of Diesels rather 
favorable but competition may narrow mar- 
gins and coverage of 35 cents quarterly 
dividends may narrow. 


75 16% 18%4-12% 





Baldwin Locomotive .... 57.5 1.10 1.26 75 6.2 


Smaller unfilled orders, cessation of divi- 
dends from Midvale Steel and high costs 
will likely induce smaller earnings. In the 
first half year, at least, no change in the 
25 cents quarterly rate is probable. 


11.0 12Yg 125%4- 8% B3 





Budd Co. 130.0 3.75 2.48 70 5.1 


C+] Outlook enhanced by large sales of auto- 
motive equipment and stainless steel rail- 
way cars. Improved earnings suggest sta- 
bility of advanced 25 cents quarterly rate. 


37 135%, 14l4- 7'/2 





General Amer. Transp... 


Earnings may moderately recede but basic 
stability of car leasing business assures divi- 
dend continuity of 75 cents quarterly rate. 


8.9 483, 4834-415, B2 





General Railway Signal... .......... 2.35 3.88 1.75 8.0 
WwW 


ICC required purchase of signal devices by 
leading railroads assures stable earnings. 
Conservative 25 cents quarterly dividends 
secure with prospect of year-end extra. 


9.3 22 23-15%, B82 





Lima-Hamilton 0. 


Lower sales of Diesels and power shovels 
expected and earnings may recede, al- 
though conservative 15 cents quarterly divi- 
dends should not vary. 


ral B8'/, 104-654 ~=—&B 





New York Air Brake... 4.90A 6.35 2.00 6.2 


While both primary and replacement orders 
may decline and earnings recede, acquisi- 
tion of an unrelated business may prove 
constructive. In the near term, the 75 cents 
dividend seems safe. : 


7.2 29 33!/2-24\/, B3 





MOONEE GGG NO a eee gt 2.25 3.33 150 10.6 


C+ 3 Backlog orders far below a year earlier but 
new orders likely to expand. The 25 cents 
quarterly dividend seems well secured. 


6.2 14/g 1434- 8% 





Presseq SieeliGorc cc 1.10 2.36d Nil Nil 


Plant shutdowns and exhausted backlogs 
should adversely affect 1950 earnings to a 
point that makes payment of common divi- 
dends improbable. 


Nil 7h 8'44- 45% C3 





PulliiG@W aoc EO 2.25 3.18 2.00 5.7 


Much reduced unfilled orders likely to im- 
pair earnings in near term months, though 
engineering subsidiary should do well. 
Large cash resources protect 50 cents quar- 
terly dividends. 


15.4 34% 37 -30/,  B3 





Symington-Gould ................ eget 50 .28 50 VF 


C3 A producer of castings facing probably 
lower earnings despite entry into gasoline 
rratic earnings cloud dividend 


13.0 bl, 7\/g- 35% 


pump field. 
outlook. 





Winiai Vane Cares. ck 2.90 3.77 2.60 8.0 


Largest owner of tank cars, now in heavy 
demand. Competition from pipelines and 
trucks may reduce 1950 earnings and pay- 
ment of 65 cents quarterly dividends may 
seem a bit too liberal. 


11.3 324%, 3634-30% B3 





Westinghouse Air Brake..... paca 3.00 5.00 2.00 7.5 


Downtrend in 1949 earnings may extend in 
current year, at least in near term, but 
large cash resources should stabilize 50 
cents quarterly dividends. 


8.7 26%, 34%4-21'44 = AB 





Youngstown Steel Door... 1.00 3.02 1.00 7.3 


Some recovery from 1949 reduced earnings 
probable in view of recent substantial 
orders, thus suggesting no change in the 
25 cents quarterly rate. 


13.7 13% 14%-10' BI 





*—Latest available figures. 
{—Based on estimated 1949 earnings. 
(a)—6 months to October 31, 1949. 


(b)—Fiscal year ending April 30, 1949. 
(d)—Deficit. 
(A)—Actual. 
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current year. A good many roads are now probing 
the markets to ascertain prices. Should these in- 
quiries become orders, and many other railroads 
reenter the market in the near term, the freight car 
division may have a more encouraging outlook be- 
fore long, though orders would have to pile up at a 
very substantial rate to provide a desirable amount 
of business for the large concerns dependent on 
mass production to operate profitably. 


Earnings Downtrend in First Quarter 


On the whole, a sharp downtrend in earnings by 
many freight car builders in at least the first quar- 
ter of 1950 seems clearly indicated, though in some 
cases the trend may be moderated by ample sup- 
plies of steel and the ability to make speedy de- 
liveries now that backlogs have all but vanished. 
At best, comparisons with 1948, when the car 
builders were able to operate on accumulated fat, 
seem pretty sure to look discouraging in the forepart 
of this year. As 1950 unfolds, much will hinge on 
the outlook for the second half year, or possible 
steps taken by Congress to assure an adequate 
freight car fleet in connection with the Defense 
Program or to prevent increasing unemployment in 
this important segment of the economy. 

Such freight car builders as also produce passen- 
ger cars have a somewhat brighter prospect of sta- 
bilizing their margins, since unfilled orders for more 
than 1,000 units of this kind will require fully a 
year to complete. In this special division, for ex- 
ample, both American Car & Foundry Company 
and Pullman-Standard should benefit to some extent 
by substantial backlogs, although the latter have 
been gradually depleted from the 1949 peak. The 
Class I railroads placed scarcely any orders last 
year for new passenger cars and profits of their 
manufacturers were severely limited by widely vary- 
ing specifications, causing a strong prospect of 
stiffer prices. 

This fact in itself lends an encouraging outlook 
for larger orders in the current year, also because 
for months past, the railroads and passenger car 
builders have gotten together in a program to stand- 
ardize specifications considerably. As a result of 
this move, the railroads will likely place an increas- 
ing amount of orders in 1950 for the most up-to- 
date passenger cars in their efforts to meet heavy 
competition from airlines and motor transportation, 
in the process perhaps lowering construction costs 
so that the manufacturers will be able to operate 
more profitably on this class of business. Now that 
the steel companies have lifted their prices, the rail- 
roads no longer will be prone to defer order place- 
ments because of possible lower materials costs. 


Good Outlook for Diesel Locomotive Builders 


The outlook for manufacturers of Diesel-electric 
locomotives carries considerable hope for fairly well 
sustained operations in the current year. The effi- 
ciency of these Diesel powered engines for freight, 
passenger and switching use has become so well rec- 
ognized that an investment in them measurably re- 
duces railway operating costs. Although the number 
now on the rails is still relatively small compared 
with steam locomotives, the amount of freight traf- 
fic on a gross tons miles basis hauled by Diesels in- 
creased from about 10% in 1946 to 34% in 1949, 
compared with a decline from 70% to 50% by steam 
locomotives in the same span. Of 1,865 new locomo- 
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tives installed last year, 1,808 were diesels against 
57 for steam. While unfilled orders at the start of 
1950 were slightly below a year earlier, the total of 
898 units included 881 Diesels, 4 electric and only 
13 steam locomotives. 

In recent weeks, new orders have tended to in- 
crease for Diesels, the Southern Pacific Railway 
system placing commitments for 90 and the New 
Yor Central for 137. Southern Pacific has lately an- 
nounced that within a few years it plans to com- 
pletely Dieselize its entire system, and even now the 
New York Central Railway has in use 998 Diesels 
with a combined horsepower rating of more than 
1.1 million, 72 of which are employed in passenger 
traffic. The manufacturers of Diesel locomotives are 
now well geared for mass production, as shown by 
promised delivery on the New York Central order 
beginning in June, and with completion before the 
end of 1950. 

While to speed up deliveries, the railroads usually 
apportion their orders among the leading locomotive 
manufacturers, competition has become so heavy 
that profit potentials in this field are rather limited. 
Aside from this, the Electro-Motive division of Gen- 
eral Motors Corporation seems to be getting the 
lion’s share of Diesel locomotive business, this con- 
cern landing about 67% of all orders placed by Class 
I roads in 1949 on a horsepower basis, compared 
with 13% for American Locomotive, 12.5% for 
Baldwin and smaller percentages for Fairbanks- 
Morse and Lima Hamilton. General Motors of course 
was the pioneer in the Diesel division of the industry 
and has forged ahead to maintain its lead. All of 
the foregoing manufacturers, however, have enough 
business on the books or in sight to keep them ac- 
tive in the current year, although their profit mar- 
gins are none too satisfactory and would be vulnera- 
ble to even a moderate decline in new orders. 


Varied Prospects for Parts Makers 


The outlook for suppliers of railway parts equip- 
ment, switches and signals in 1950 is varied. The 
current low level of freight car construction se- 
verely restricts output of air brakes, for example, 
except on a replacement basis, and even here it is a 
common practice among the railroads to salvage 
brakes from retired rolling stock to use as repairs. 
The ICC requirement to fit all cars with air brakes 
has now become substantially fulfilled, as only about 
13% of freight cars now lack this equipment. On the 
other hand, parts manufacturers will derive some 
advantage from the fact that their markets include 
not only the leading independent car builders but the 
railroad shops as well, and that repair business is 
relatively stable. 

How the recent spurt in orders and inquiries for 
freight cars has brightened potentials for at least 
some specialists in the parts division is shown by 
the experience of Youngstown Steel Door Company. 
Orders for car doors and sides received since the 
first of January are understood to have tripled the 
backlog of this concern and restored it close to the 
level of a year earlier. Production in January was 
rapidly stepped up and further increased in Febru- 
ary, indicating more profitable operations following 
a six month’s period close to the break-even point. 

The ICC ruling that called for protective devices 
on 45,000 miles of main line railroads promises to 
sustain volume of their producers on a relatively 
high level in the current (Please turn to page 580) 
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How Sound 


By H. F. TRAVIS 


P roducers of heavy electric equipment and 
home appliances have sound reasons for their current 
optimism over sales potentials in the first half of 
1950. Beyond then, the outlook is somewhat obscured 
by general economic uncertainties, but barring any 
serious developments later in the year, most of the 
leading firms in the industry anticipate continued 
good progress. 

The current status of the industry, compared with 
a year ago, shows marked improvement. Early in 1949, 
manufacturers of virtually every type of electrical 
appliances, including refrigerators, washers, ironers, 
toasters, ranges and the like, experienced a sharp drop 
in dealer demand due to the widespread urge to reduce 
inventories. For many months following, accordingly, 
the manufacturers had to struggle with their own in- 
ventory problems, downward price revisions and 
sharply curtailed production schedules, — all to the 
detriment of interim earnings. 

By last October, however, demand abruptly spurted 
when distributors realized that their stocks might 
prove quite inadequate to meet peak demand in the 
approaching holiday season. A good many manufac- 
turers had underestimated the extent with which 
pipelines would have to be refilled and were poorly 
prepared to cope with the deferred demand that the 
readjustment period created, although a substantial 
uptrend in net earnings in the fourth quarter reflected 
generally heightened activity in the industry. This 
improvement would have been much more notable late 
last year had it not been for steel shortages due to the 
long strike. 
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is Spurt in... 
Electrical Equipments? 





At the start of the current 
year, the broad restoration of 
business confidence encouraged 
dealers to carry heavier inven- 
tories as signs became clear 
that consumers would have 
both the means and the desire 
to purchase large amounts of 
appliances during the months 
ahead. This factor was strengthend by increasing evi- 
dence that the rise in steel prices would be a stabilizing 
influence on the appliance price structure and might 
even lead to higher quotations in coming months. Asa 
result of all these influences, backlog orders of most 
appliance manufacturers have risen impressively since 
the first of the year, in many cases forcing order allo- 
cations to dealers and starting factory wheels hum- 
ming on a scale similar to booming 1948. 

How readily the American public has recognized the 
utility and convenience of greatly improved electrical 
equipment in the home is shown by the fact that retail 
purchases in 1949 aggregated more than $3.1 billion, 
despite upset market conditions last year, involving 
more than 48.5 million units. These figures do not in- 
include radio and television sets as we are not 
covering this branch of 
the industry in our dis- 
cussion. The list was 
headed by approximately 
4.4 million refrigerators 
valued at $1.1 billion, and 
3.2 million clothes wash- 
ers with a retail value of 
more than $534 million. 
The public also spent last 
year more than a quar- 
ter billion dollars for 
electric ranges and al- 
most as much for new 
vacuum cleaners, not to 
mention very large sums 















for dozens of other items in the appliance field. 
Regardless of these impressive totals, it should be 
realized that both unit and dollar sales last year were 
somewhat below 1948 and still less than in 1947. Off- 
setting the progressive satisfaction of deferred de- 
mand, however, the outlook for 1950 suggests that the 
high level of disposable income, large scale construc- 
tion of new homes and expanding rural electrification 
will sustain sales of the major concerns at an increas- 
ingly high point. In confirmation of this surmise, a 
large majority of managements in both electrical and 
gas appliance industries confidently predict a substan- 
tial uptrend in unit and dollar sales in the current year. 


Boost Through Housing Boom 


Contributing to this optimism is the increasing ten- 
dency of residential builders to offer “packaged 
homes,” that is to say, completely equipped with the 
most modern conveniences. Liberal mortgage terms 
permit the purchase of a full equipment of stoves, 
dishwashers, refrigerators, food disposal and laundry 
units, etc., on monthly instalments of not much more 
than $5 per month. Additionally, more than 80% of 
the nation’s farms were electrified by the end of 1949, 
creating a market for appliances among more than 4.5 
million rural homes, and the number is expanding at 
an average rate of 45,000 a month. 

Considering the record financial resources of the 
farmers and the fact that more than 400 uses for elec- 
trical appliances have been developed in this field, it is 
hardly a surprise that annual purchases of this equip- 
ment now exceed $400 million, with strong chances for 
a steady uptrend. The demand for food freezers in the 
farm market is exceptionally strong, estimated at 
more than $200 million annually, according to the Edi- 
son Electric Institute, with electric ranges and water 
heaters ranking next. 

Leading managements appear unanimous in their 
opinion that following last year’s pause in production 
of all kinds of electrical appliances, output in the first 
half of 1950 will expand from 10% to 25%, granting 
that troubles in the coal industry does not force cur- 
tailment of schedules. In scanning potentials for the 
full year, optimism is scarcely less restrained and this 
applies as well to the longer range outlook. In reflection 
of this confidence, some units in the industry are now 
operating on a six-day week, three shift-basis, while 
others have announced plans to spend sizable sums for 
plant expansion. 


Industry Anticipates Good Year 


Among the major concerns anticipating a very satis- 
factory year are Westinghouse Electric, General Elec- 
tric, Philco, Nash-Kelvinator, and the Crosley division 
of Avco, to mention only a few. That market satura- 
tion for appliances has been far from reached, in the 
view of General Electric Company, is shown by its 
recently announced plan to construct a new $12 million 
plant for its Hot Point division. Considering that the 
appliance and service divisions of General Electric 
have spent about $50 million on plant improvements, 
this latest move carries considerable significance. 

The prospect for stable operations in the current 
year is much enhanced as regards the manufacturers 
of heavy electrical equipment. Backlog orders for giant 
generators and similar equipment stemming from the 
public utilities are of such proportions that their lead- 
ing suppliers will maintain capacity operations for a 
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year or more. The multi-billion dollar program of the 
utilities to expand electric power output is far from 
complete and in the current year, their expenditures 
for essential equipment seem certain to average 
around $750 million quarterly. 


The heavy equipment business is limited to such few 
large concerns and so much time and engineering skill 
is needed, that operating margins usually are quite 
satisfactory despite strong competition. Furthermore, 
firms such as Westinghouse Electric and General Elec- 
tric, leaders in the heavy electrical equipment field, 
should benefit by spreading overhead over a complete 
line of electric appliances, giving them some operat- 
ing advantages over their less favorably situated 
competitors. 


Despite the general downtrend in volume and earn- 
ings of the electrical appliance manufacturers in 1949, 
the experience of a few concerns ran counter to the 
rule. It is estimated that Westinghouse Electric Com- 
pany earned around $5 per share last year compared 
with $3.88 in 1948, while a probable moderate decline 
by General Electric Company would be partially ac- 
counted for by non-recurring income that expanded 
the company’s net in 1948. 


The 1949 record of two strongly entrenched pro- 
ducers of home appliances was exceptionally satisfac- 
tory and deserves comment because their experience 
highlights the importance of unusually good trade po- 
sitions. One of these units, Sunbeam Corporation, re- 
ported a 1949 volume of $50.2 million, 25% above 1948, 
while net earnings of $10.83 per share advanced about 
27%, both establishing all-time peaks. McGraw Elec- 
tric Company acquired several other businesses last 
year to round out its already very popular lines, and to 
judge from interim reports will also report a record 
year, with estimated earnings of $7.20 in 1949 against 
$5.74 in the preceding year. 


Return to Normalcy 


On the whole, the electric appliance industry and the 
great majority of its components should make a good 
showing in 1950, if only because of favorable compari- 
sons with the preceding period so broadly affected by 
readjustment problems now fairly well eliminated. 
Operations in the current year, if not hindered by 
labor upsets, seem likely to reflect a return to normalcy 
with fortune favoring the more aggressive and more 
efficiently managed concerns. Executive officials in 
every direction foresee unusual opportunities in the 
current year, but are also aware that competition will 
be keener than ever before. 

Because of heightened competition, considerable 
courage will be required by most concerns in the field 
to raise prices as an offset to higher steel prices ; where 
this does not prove feasible or wise, margins may nar- 
row somewhat. Net earnings, accordingly, may not 
rise proportionately with prospectively higher sales 
and in some cases could actually recede somewhat. In- 
dividual company experience in this respect will vary 
widely. 

Following a relatively sharp decline in the first half 
of 1949, shares of the electric equipment makers have 
recovered at arather faster pace than the general mar- 
ket. These trends reflect the volatile characteristics of 
the industry and impart a highly speculative color to 
shares in this division. Holdings should center mainly 
on the stronger concerns well entrenched with the 
trade and with considerably diversified output. 
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om Position of Leading Electrical Equipment Companies 
res 
ge —Net Per Share— Div. Price- Invest- 

Est. Div. Yield .Earnings Recent Range ment 

1949 1948 = 1949 ye Ratiof Price 1949-50 Rating COMMENTS 
ew A 4. : 59 y Vi. Manufacturer of vacuum cleaners and 
ill Apex Electrical _.. ntvinniane Gyntee tae $26 3.5% f 6%, 8/4. 5 C2 washers severly olleced by 100 ae 
: | adjustment troubles. Common dividends 
ite } omitted last spring and resumption ob- 
re me. ee ee is scure. 

: . ° v f V/5.223 Largest maker of electric portable tools. 
ec- Black & Decker es ; 4.18 ¢ 7.30 2.50 8.6 7.0 29 30'2-22% 3 C+3 tekenessly -tdendbepereon blag ery tg 

| but 50 cents quarterly dividends should 
ld, | not vary. 

e i B - # is i 1g! 9!/5-12! Leading producer of air conditioning 
. [Corrier Corp. aL. 272e 419 +100 55 6.6 18%e19h-12/z C#1 Leading producer of ir conditioning 

a | improve somewhat from 1949 lower level. 
ted | be 25 cents quarterly dividends appear 

a4 7 safe. 
C - ili RE erie : : 3 12! I. Specialist in electronic devices for tele- 
| Cornell-Dubilier 86c 84 80 6.4 14.5 242 13'4- 7 C+! bag Aa gg ge gg en 
m- | volume and earnings in current year. 
q Coverage of dividends narrow but con- 
49, | tinuance of 25 cents quarterly rate pos- 
-he | sible. 
| - Ae ee” . V4.4 97, Strong position with customers using 
m- | Cutler Hammer 3.50 5.49 2.00 8.3 6.8 24 26!/4-19%y C+2 —— eT aed a Te 
“ed | profit potentials. 30 cents quarterly divi- 
dends likely, with probable year-end 
ine | extra. 

- | i > (PRB V5. gl Moderate margins on large scale mili- 
ac | Emerson Electric b.1bc 3.02 1.00 7.1 ‘ 12.0 14 15'/- Bl, C+2 cap sod Wie te sale cate 
led this year, but no change in 25 cents 

quarterly dividend is indicated. 
ili YT il 3 V4. Shar trend in sales of oil burners 
ro a or - = 5 5% Ch- 3% ” oad os cote cleaners patel rye 

4 improved earnings in 1950. But no divi- 
aC dends on common likely for some time. 

oe an None paid in 1949. 
_ General Electric ........ 3.80 4.29 2.00 4.5 11.7 4434 45 -34 Al canes Senate aes tes te 
= ent, 
re , Feel Sralenas ers mets 

i: i otal dividends in should at leas 
AS equal the $2.50 paid in 1949. 

: i < = 745 Sor” foe | Vo-4 4! Producer of large and small electric 
yut Master Electric . 1.35 3.03 1.00 6.6 11.2 15'/g 19'/n-11/, B2 pi Pa Baw an an can ke 
ec- current year. Strong trade position an 

aid in stabilizing sales. The 25 cents 
ast quarterly dividend not likely to change. 
to Maytag 3.25 4.44 1.25 9.1 4.2 13%, 14 - 7, C2 tacromned demand for washes, ond K 
| PIES age strong dealer organization, will prob- 
rd ably improve Fe ara The cents 
quarterly dividend may again be sup- 

ist plemented with a year-end extra. 

i | -29! Addition to company’s popular Toast- 

— LS eee si 7.20 5.74 3.50 7.3 6.6 47'/2 48 -29l/ B2 — af of epptonens ty acquisition 
f numerous non-competitive items en- 
hanane 1950 potentials. Larger earnings 
—e enamel: Senne _—— 
dends. Increased liberality possible. 

i ta. nae 1 ke, Ue 5, ae) - Unprofitable divisions—now eliminated 
he Noma Electric ....... see d1.4lg 4.39 (i) 9% 14 - 6% Cl pie a ‘otuted cmaiage ta. tooel 
od 1949 but rapid improvement Indicated 

H bm a of dividends pos- 
Yi- sible before long. 

r - 300 #20 oes i] As 1 d sales of gas refrigerators and 
mf a ea ee eae d.5le 3.00 30 23 12%, 135%- 6%, CHI pengprie or cn th Benet 
rnings. Small annual dividend may 
by ode Pe pa at year-end. 
ey I th car 2.25 2.71 1.40 8.6 7.2 16% 184-13! B2 be trade position Fogo Ld 

“ x new items. The 25 cents quarterly divi- 
re dends appear secure. 

i : A 5 5-28 — Marked uptrend in earnings caused by 

in Sunbeam x ame 10.83a 852 3.00; 4.6 6.0 64%  65!/-28 B2 ee ee oer 
he x cilities. Last year’s wide coverage of $3 
vill dividends assures stability or increase 

in current year. 
i A : 7 5-171 1 d volume expected in broadly 
Sylvania Electric iz 1.75 2.84 1.40 6.1 13.0 227 24'/2-17'/, B2 pvonce + bc een ieee tae 
ole | narrow margins. No — >= 35 cents 
ald quarterly dividend indicated. 

i ; _ - 64 932, 33 -20% Excellent competitive position, large 
re — Electric _........... 5.00 3.88 1.40 4.3 6.4 324, 33-20% A2 cece Me ser gore improved facilities 
AY est high level volume and earnings 
“ in 11950. The advanced 40 cents quar- 
ot terly rate should easily hold. 

i 94 ~~—S«26 3-213 A leadi ducer of measuring and 
les Weston Electrical Instrument... 2.25 2.83 2.00 8.3 10.6 24 26%4-21%, BI pb po Meme nggll 4 pt military 
In- orders. Earnings recovering from 1949 

depressed level. The 50 cents quarterly 
wi dividend payments should continue. 
3 123h- Company specializes in refrigeration 
OER COMB oc ie 1.35h 3.00 75 6.4 8.7 113, 12%- 8 C+2 aa ne cdibintae sin: Siivaiemie an 
alf recently = — rate of 25 
ts probably safe. 
ve cen 
1r- t—Based on 1949 actual or estimated earnings. (f)—Year July 31, 1949. 

of (a)—Actual. (g)—Year June 30, 1949. 

(b)—9 months September 30, 1949. (h)—Year September 30, 1949. 

to (c)—Year September 30, 1949. (i) —Paid 3% in stock March 31, 1949. 

ily (d)—Deficit. (j)—Plus 25%, in stock. 
he (e)—Year October 31, 1949. 
ET FEBRUARY 25, 1950 563 





a 











== 


iscal year 1949, ending October 31 for most 
units in the farm equipment industry, was a banner 
year for this group, with volume and earnings in 
some instances establishing all-time peaks. While a 
number of factors suggest that the current year will 
prove somewhat less satisfactory, it should be real- 
ized that comparisons with last year will be from 
an abnormally high base. By ordinary standards, 
1950 earnings of the leading equipment manufac- 
turers will likely prove pleasing to stockholders, and 
the coverage of dividends should be ample to assure 
stability of current regular rates, with room for pos- 
sible extras. 

In the first quarter of the current fiscal year, and 
perhaps in the second one as well, comparison of 
earnings with a year earlier may appear rather dih- 
appointing, but thereafter there are reasons to ex- 
pect a rapid pickup to establish a favorable average 
for 1950. For several months past, steel shortages 
created by last Fall’s strike have been an operating 
handicap that may not be eliminated fully for some 
weeks ahead. Just when a desirable supply-demand 
balance in steel will permit entirely smooth opera- 
tions will also hinge on developments in the coal 
dispute. 

Of more fundamental importance has been the 
long delayed return of the farm equipment industry 
to a seasonal basis and a buyers’ market, a factor 
that is certain to defer purchases by the farmers in 
many sections until the end of winter and until they 
have ample opportunity to study their needs. The 
time characteristic of postwar years prior to 1949, 
when heavy deferred demand for agricultural ma- 
chinery in relation to output caused a year-around 
rash of buying by farmers, has definitely passed. 
Hence the major portion of annual sales of equip- 
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ment will be concentrated in the spring and sum- 
mer months. 

Although the Department of Agriculture foresees 
a decline of about 10% in farm income in 1950 for 
the second successive year, too much weight should 
not be accorded to this factor in appraising volume 
potentials of the farm equipment industry, though 
undeniably the downtrend will exert some influence. 
While it is true that sales of this group historically 
are attuned to the level of farm income, that of the 
preceding year rather than the current period is 
mainly responsible in establishing demand. 


Farm Income Remains High 


From this aspect it is interesting to consider that 
cash farm income of $27.7 billion in 1949 was sup- 
plemented by $200 million Government payments 
making a total of $27.9 billion or a sum far larger 
than in any previous year before 1947 and more 
than three times the prewar 1935-39 level. While 
unpredictable crop conditions in 1950 will to some 
extent influence purchases of equipment, last year’s 
net farm income of around $13.3 billion, after ex- 
penses and allowing for home produced food and 
dwelling rental values, will leave substantial funds 
wherewith to acquire labor-saving equipment in the 
current year. 

It is also interesting to note that, with few excep- 
tions, sales of the leading manufacturers of farm 
machinery rose last year despite a decline of 10% 
in farm income, thus running counter to the tradi- 
tional pattern. While to some extent, this variation 
was due to the increasing abiilty of the dominant 
concerns to capture a larger share of the market 
from more than 1,000 smaller competitors, proper 
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allowance must be made for increasing recognition 
by farmers of profit potentials created by the use of 
modern mechanized equipment. Thus the percentage 
of spendable farm income allotted to this purpose 
rose to a peak of about 9.5% last year compared 
with 5% in prewar experience. While considerable 
satisfaction of pressing needs may reduce the ratio 
in the current year, it seems clear that the farmers 
have learned the value of spending a larger portion 
of income than formerly on new equipment. 

The foregoing favorable factor, combined with a 
steadily increasing replacement demand for both 
new equipment and parts, lends no little encourage- 
ment to the outlook for the strongly entrenched con- 
cerns in this industry. The heavy wear and tear on 
agricultural machinery causes rather rapid deterio- 
ration and with a much greater number in use, the 
demand for parts is constantly rising. This is im- 
portant, as sales of parts not only are more stable 
than original equipment but margins on them are 
also wider because of non-competitive factors. Serv- 
ice parts sales by International Harvester Company 
in 1949, for example, amounted to more than $155 
million or about 16.5% of total volume. 

Among adverse factors likely to color the 1950 
picture of the farm equipment industry are several 
that deserve consideration. One certainty is that ex- 
port sales will shrink due to dollar scarcities and 
the impact of currency devaluations. Prices for 
American products abroad have risen commensu- 
rately with reductions in foreign values, creating 
intensified sales resistance. 

Here at home, the price outlook for farm equip- 
ment is also somewhat unclear. Sale prices in post- 


war have not advanced nearly as fast as on most 
durables, a gain of about 50% comparing with 
nearer 75% for the majority of hard goods. To a 
considerable extent, these liberal policies on the 
price front. have facilitated the boom in sales of 
agricultural equipment in the last few years, but 
pressure for price reductions may rise as competi- 
tion waxes keener. 


Higher Costs Press Against Margins 


Looking into 1950, manufacturers in this group 
are faced with higher prices for steel and other 
materials as well as for wages and pension plans, 
transportation and other items. The problem is 
whether satisfactory margins can be maintained in 
a period of even moderately lower sales, unless 
prices are lifted to offset rising costs. Should such a 
course seem necessary, some of the leading manage- 
ments express apprehension lest the move would 
adversely affect volume potentials. 

Under the circumstances it seems pretty clear 
that 1950 earnings of the industry in general will 
decline from last year’s high levels, although on no 
scale that would threaten the stability of dividends 
of the stronger firms. For the most part, dividend 
policies have been quite conservative, liberal re- 
serves have been established against inventory losses 
or other contingencies, working capital is of ample 
proportions and expansion and modernization pro- 
grams have been virtually completed. This helps to 
create confidence as to dividends at last year’s level. 

One factor that began to come to the fore last 
year was an increasing (Please turn to page 578) 
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Position of Leading Farm Equipment Stocks 
Div. _ Price- Invest- 
Net Per Share Div. Yield Earnings Recent Range ment 
1949 1948 1949 Ta Ratiof Price 1949-50 Rating _ COMMENTS 
Allis Chalmers 7 : ‘ %, 55 3334 343 ! B3 Volume and | earnings may slightly recede but dual 
x $6. we 6 ae - To 5.5 33 a 3 fe- 25/5 output of farm equipment and electrical machinery 
a stabilizing factor. 1950 dividends should at least 
match 1949. 
Avery (B. F.) & Sons 2. .04 ; 10. 2 3 Ht. 7! C3 Manufacturing disadvantages likely to depress 1950 
' ( vades _ 7” ate ae he Ia Ve ; earnings in view of probably lower sales. No com- 
mon dividends paid since last October. 

Case, J. | 19, 1. ; : . 453 3 Strong trade position and modernized facilities 

x edie ” ae os “3 5% 48%- 30, B3 should hold volume and earnings at satisfactory 
| levels, though some recession probable. Ample cov- 
| erage of current dividend rates indicated. 

De 12.4 Ve . oO , § 1 5 -30! Outlook for fairly stable sales above- -average favor- 

Ww aaa —_ os 34 " Ve 45-30%, B3 able. Improved plant efficiency should sppport 
earnings at moderately lower level. Dividends in 
fiscal 1950 should exceed last year. 

Gleaner Harvester 6.36d 6.32 3.25 15.1 3.4 21, 281/4-18!/2 B3 Relatively small producer of harvesters and com- 
bines. Increased competition may reduce sales from 
peak levels, but 50 cents quarterly dividend appears 
secure. 

i : ane q J 3 , 3 ‘Output from expanded facilities may help to sta- 

International Harvester 4.360 3.92 1.70 6.0 6.3 27%, 2938-225, B3 Sie onic Mama colar Gaus Gee be 
proved cost controls a favorable factor. No change 
in quarterly dividend rate anticipated. 

Min is- as 7.200 7 "4 ma ‘a 3 7 ! ‘tncrecsed ce competition and reduced demand may 

ae eteaea ome sini a - a “ 15% 10/% G3 adversely affect earnings, but conservative 30 cents 
quarterly dividends should be continued in near 

| term. 

| r i; aa 2 . | : 4 Leading producer of pumps and sprayers. Earnings 

| Myers (F. E.) & Bros. 4.684 7.88 3.00 6.6 97 45//, 51-41 B3 Iieely t recede but’ confinuovs ‘dinidend. record 
since 1928 creates confidence in stability at 75 cents 

| quarterly rate. 

| Oliver 7.19 a 9. 38 3.00 1.5 3.6 2514 3154-20 C+3 Aggressive medium sized equipment manulacteres 
with good trade position. Moderate recession in 

earnings indicated but 50 cents quarterly dividend 

safe and extras possible. 

doniRenedl on 1949 earnings. January |, 1950. 
(a)—Year ended October 31, 1949. (d)—Year ended September 30, 1949. 
(b)—Year ended June 30, 1949. (e)—Estimated. 
(c)—In addition, a year-end dividend of $2.80 was payable on 
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—WHO LEADS IN THE 
COMPETITIVE RACE? 





*7 he tobacco industry experienced 
an exceptionally good year in 1949, 
with rather clear indications of con- 
tinued favorable results in 1950. Earn- 
ings of all five of the leading concerns 
advanced last year and there is nothing in sight to 
suggest any recession of significance. Hence the out- 
look for this stable industry is encouraging. 

Domestic consumption of cigarettes in 1949 
reached a new peak of around 349 billion units and 
while estimated exports of 33 billion units were some- 
what lower than in the previous year, with an esti- 
mated decline of 14%, total consumption of 382 bil- 
lion was only slightly below the 1948 level of 387 
billion units. 

According to the Department of Agriculture, the 
well sustained rise in adult population and the in- 
dicated intention of ECA to foster exports of all to- 
baccos on a scale comparable to 1949, should result 
in stabilizing output of tobacco products in the cur- 
rent year. A slight damper on this optimism, how- 
ever, is furnished by the action of the Philippine 
Government in restricting imports of cigarettes in 
order to conserve dollars. This factor assumes some 
significance, considering that in 1948, almost half 
of total American cigarettes shipped overseas went 
to the Philippine Islands. On the whole, though, and 
on the well predicated assumption that domestic 
consumption will continue its upward trend, over-all 
sales of the industry are not likely to vary much 
from last year’s high level. 

Prices of cigarettes, at least, face a similar pros- 
pect of undergoing few if any changes in the cur- 
rent year. A price lift in the middle of 1948 has en- 
abled leading firms to maintain adequate margins 
on their expanding sales, thus probably precluding 
any further advance. On the other hand, no price 
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‘The TOBACCOS 


By FRANK R. WALTERS 









cuts seem probable this year despite intensified com- 
petition. Since the wage factor in the industry is 
among the lowest in the economy, and the leading 
concerns in recent years have installed the most 
modern high-speed machinery to achieve operating 
economies, costs of raw tobacco constitute the main 
problem in the endeavor to retain satisfactory 
margins. 

In the past two years, the leading tobacco con- 
cerns have accumulated very large stocks of leaf 
tobacco for ageing and at the start of 1950, most of 
them had enough properly aged stocks to meet their 
requirements throughout the year, and at easily de- 
termined costs. In 1949, prices of flue-cured tobacco 
averaged slightly lower, while later in the year 
prices of Burley also softened somewhat. Because 
of Government crop controls in 1950, the tobacco 
acreage will be curtailed, a factor that may bring 
slightly higher prices in the last half year. 


Sales Expenses Heavy 


About the only remaining factor that could affect 
profit margins this year is the element of promo- 
tional expenses. With the battle of cigarette brands 
continuing at fever pitch and evidence last year that 
the “big three” were slightly losing ground to some 
of their smaller competitors, it is probable that sales 
and advertising expenses of all concerns will ex- 
pand. American Tobacco Company, for example, is 
laying plans to sponsor two major television pro- 
grams, one of the most costly forms of promotion. 


THE MAGAZINE OF WALL STREET 














com- 
ry is 
ding 
most 
ating 
main 
ctory 


con- 
leaf 
st of 
their 
y de- 
acco 
year 
-ause 
acco 
ring 


iffect 
omo- 
‘ands 
that 
some 
sales 
1 ex- 
le, is 

pro- 
tion. 


REET 





ais 2 


It remains to be seen, of course, just how expenses 
of this kind will pay off. 

In the competitive cross currents last year, the 
“big three,” R. J. Reynolds, American Tobacco and 
Liggett & Myers, captured about 77.6% of the total 
cigarette market compared with 80.6% in 1948. In 
the race, “Camels” (R. J. Reynolds) probably once 
again took the lead over “Lucky Strikes” (Ameri- 
can Tobacco) and at a slight expense to “Chester- 
fields” (Liggett & Myers). This long continued 
struggle for leading place, however, is not too im- 
portant; what really counts is the progress of lead- 
ing concerns in winning a larger number of new 
smokers and to expand sales of less popular 
products. 


Demand for ‘‘Long’’ Cigarettes 


Considerable interest has developed in the in- 
creasing popularity of 85 millimeter or “long” ciga- 
rettes. In this division, R. J. Reynold’s newly intro- 
duced “Cavalier” is said to have made immediate 
strides, sales of P. Lorillard’s “Embassy” rose 150% 
last year, while Liggett & Myers’ large sized “Fa- 
tima” cigarettes advanced 114% and American To- 
bacco’s “Herbert Tareytons” 22.2%—all compared 
with. the previous year. 

Volume gains were also achieved by a number of 
standard size cigarettes, such as P. Lorillard’s “Old 
Golds,” Philip Morris & Co.’s “Philip Morris,” and 
Brown & Williamson’s “Raleighs” and “Kools.” It 
will be noted that most of the leading tobacco con- 
cerns have now included so-called King-size ciga- 
rettes among their products. 


Consumption of cigars last year declined an esti- 
mated 5% from the 1948 level to about 5.6 billion 
units. To offset a further prospective smaller de- 
mand in the current year, many cigar manufactur- 
ers have either reduced prices or introduced new 
brands with a lower price tag to attract more trade 
in the lower income brackets. Smokers seeking a 
five cents cigar nowadays have to be satisfied with 
a very small size unit, but demand for these has 
proven so heavy that concerns like Bayuk, General 
Cigars and Webster Tobacco are hard pressed in 
filling orders. The greater portion of current sales 
however is accounted for by cigars priced around 
10 cents that in the past used to sell for a nickel. 
Some of these brands have been shaded to 9 cents 
and even to two-for-15-cents. ) 

Reduced demand for cigars, combined with rather 
serious inventory adjustments, sharply reduced 
earnings of some cigar manufacturers last year, a 
trend enhanced by price variations. Consolidated 
Cigar Corporation, the dominant concern as to dol- 
lar volume, fared better than its competitors because 
of good cost controls, reporting net of $8.12 per 
share in 1949 compared with $8.81 a year earlier. 

On the other hand, last year’s earnings of Bayuk 
Cigars declined to around $1 per share from $2.71 
in 1948, and General Cigars to an estimated $1.25 
per share from $2.44. Looking ahead into 1950, there 
is a chance that better balanced inventories and im- 
proved cost controls, combined with increased price 
stabilization, may improve the earnings of the lead- 
ing cigar manufacturers. On the whole, no change 
in their current dividend rates appears in sight over 
the near term. (Please turn to page 580) 
























































Position of Leading Tobacco Companies 
Net 
Net Per Share* Current Inven- Div. _Price- Invest- 
Est. Assets tories Div. Yield Earnings Recent ment 
1949 1948 =—($million)N— 1949 % Ratiof Price Rating COMMENTS 
American Snuff $3.40 $3.77 $13.5 $10.7 $2.75 6.7% 12.0 4l B2 Confidence warranted in stable 1950 earnings. The 
WwW increased 60 cents quarterly rate appears secure, with 
: probable year-end extra. 

‘i 7 Margins widened by favorable operating conditions. 

American Tobacco 7.80 7.58 441.4 514.9 4.00 a4 9.6 75% A2 Senduas on tha ictal eater seeele enna Oeeaaae 
around $4 annual rate. 

i ’ 3 Some uptrend in volume and earnings seems likely 

Bayuk Cigars 1.00 2.71 18.5 19.0 a 7.6 12.7 12% C+ from lower totals last year, but stability of 20 cents 
quarterly dividends not too certain. 

Consolidated Cigar 8.1240 8.81 18.8 18.9 2.00 4.9 5.0 40!, C+2 Favorable outlook suggests continued satisfactory 
earnings and maintenance of at least 50 cents quarterly 
dividends. 

General Cigar 1.440 2.44 30.3 34.9 1.00 5.6 14.1 1734, C+2 Improved cost controls and fewer price uncertainties 
should tend to improve earnings this year. No change 
in 25 cents quarterly dividend likely. 

Helme, G. W. 2306 2:47 14.4 7.3 2.20 6.8 12.8 32 A2_ Third largest snuff producer. Strong finances and steady 

: ° earnings should continue dividends at an annual rate 
of about $2.20 per share. 

Liggett & Myers 7.184 7.10 338.2 357.4 5.00 5.7 12.0 8635/4 A2 Stable demand and increased operating advantages 

W lend encouragement to outlook. Dividends appear well 
— covered at $5 annual rate. 
Lorillard 2.50 yy 69.5 72.5 1.75 6.5 10.7 2644 B2 !950 prospects bright due to well established trade and 
ie improved operating factors. An annual dividend rate 
Leceinbs around $1.75 seems assured. 
op ° ’ E ' : : ; y 2 Aagressive promotional activities bearing fruit, as re- 

Philip Morris 7132b 5.84¢ 99.3 132.4 2.87 $.3 13 53% 8 flected by larger sales and earnings. 1950 dividends 

eae may exceed last year’s $2.87!/. a share. 

Reynolds Tobacco “B"”.  3.75a 3.26 398.2 454.0 2.00 5.1 10.5 3914, A2 Company clearly holding its competitive position. 

WwW Earnings gain last year may hold in 1950, suggesting 
een nae aw ample coverage of dividends at $2 annual rate. 

U. S. Tobacco 1.55 1.66 19.3 17.3 1.35 6.3 13.7 21% B2 Dominant snuff manufacturer assured of stable earn- 
ings. Strong finances warrant liberal dividend payments 
close to $1.35 annually. 

*—Adijusted for capital changes. (b)—Estimated net per share for year ending March 31, 1950. 
t—Based on estimated or actual 1949 earnings. (c)—Year ended March 31, 1949. 
(a)—Actual. 
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On the record of the past, the 
warning to “beware the ides of 
March” does not apply too well to 
the stock market. In the 52-year 
history of the Dow-Jones indus- 
trial average, there has been a 
sizable net advance for this month 
as a whole in 17 years, a sizable 
net decline in 15 years, an insig- 
nificant net change in 20 years. 
There has been no seasonal tend- 
ency. Theoretically, selling stocks 
to raise cash for March 15 in- 
come-tax payments should be a 
depressant in late February or 
early March. You would not rec- 
ognize this influence by a look at 
the market charts, for other in- 
fluences have outweighed this fac- 
tor. Income taxes have been par- 
ticularly onerous during the last 
decade or so. Over the 11 years 
1939-1949, March saw _ sizable 
market advances in 3 years, de- 
clines in 3, insignificant change in 
5. The biggest March advance on 


Dow industrials, something more 
than a minor correction is over- 
due. 


Groups 


At recent highs the Dow indus- 
trial average was roughly 6% 
above its 1948 recovery high, 
while The Magazine of Wall 
Street’s index of 325 stocks still 
had over 7% more rise to nego- 
tiate before even equalling its 
1948 high. Thus, what “the mar- 
ket is doing’ depends on your 
perspective. In fact, from a nor- 
mally selfish point of view, it de- 
pends on what stocks you hold. 
The following stock groups are 
considered to be greatly under 
their 1948 highs: agricultural im- 
plements, aircraft, air lines, auto- 
mobile accessories, soft drinks, 
coal mining, non-ferrous metals, 
steel, amusements (movies) and 
textiles. Here are the groups 
which at recent highs were ma- 





terially above their 1948 highs: 
automobiles, beer brewers, chemi- 
icals, drugs and toilet articles, 
finance companies, food stores, 
tires and rubber, tobacco, and 
utilities. The last-named includes 
holding and operating electric 
utilities and natural gas; but ex- 
cludes telephone and telegraph 
stocks, which are under their 
1948 highs. It may be interesting 
to note that so far the highly 
popular video group has merely 
approximated its 1948 high, al- 
though Admiral Corp., the biggest 
surprise in the industry, has risen 
to more than double its 1948 high. 


Guess 


Speaking of Admiral, this stock 
“is in the clear.” That is, it has 
risen well above all previous 
highs. There are no supply levels 
which can be indicated by any 
chart. The possible ultimate high 
for any stock may always be a 





























record was a gain of roughly 

10% in 1915. In more recent INCREASES SHOWN IN RECENT EARNINGS REPORTS | 
years there were gains of about 

5% and 6%, respectively in 1946 1949 1948 
and 1948. The biggest March de- Telautograph Corp. ............cccccccccccceesesseeee Dec. 31 Quarter $ .27 $ .15 
cline was 11.5% in the panic year McKesson & Robbins....0..0....0..0..0c cco Dec. 31 Quarter 1.65 1.55 
1907. There were March declines Virginia Iron, Coal & Coke... Dec. 31 Quarter 82 23 
Se eee ee bee Sbmia) Cerbbarle Cores... ..555. h6.05550.s8decenes. cs Dec. 31 Quarter 36 .02 

’ as ve VUU~ , 

ean be said in the present situa- ° TS SSS EN ee ne tn ee eet eae err are Year Dec. 31 5.39 4.00 
tion — the past record having Nr) 3 So skcxtss ee Spee eee Year Oct. 31 12.42 8.49 
nothing to do with it—is that the seared Po osiosaccncs cs lecs bees ss 9 mos. Dec. 31 5.49 4.43 
longer ‘a reaction is deferred, the Pennsylvania Salt Mfg. Co......................... Year Dec. 31 3.30 2.78 
larger it is likely to be. After NN NS a5. cos oc cce sn ccctescstcesnanevceas 52 weeks Dec. 31 10.83 8.52 
about eight months of advance, Consolidated Gas of Balt...........0.....:00004. Dec. 31 Quarter 1.24 1.04 
amounting to roughly 27% in the 
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guess, but 1t 1s more so than 
ever when all past chart reference 
points have been put behind. Of 
course, Admiral is not the only 
stock in this position. A partial 
list, which occurs to the writer 
offhand, would include also Amer- 
ican Seating, Dow Chemical, Min- 
neapolis-Honeywell Regulator, 
Abbott Laboratories, Merck, and 
Minnesota Mining & Manufactur- 
ing. No doubt, research would 
turn up a fair number of others. 


Dividends 


Broadly speaking, and despite 
exceptions, Big-Name companies 
are getting a bigger share of the 
available business than in 1946- 
1948, while marginal concerns are 
finding the competitive going 
pretty rugged. Among large com- 
panies, the number of liberalized 
dividends so far in 1950 exceeds 
the number of reductions or omis- 
sions by about 3 to 1, a ratio no 
doubt much higher than that ap- 
plying to all corporations. Pro- 
phetic significance for the econ- 
omy as a whole should not be 
read into this. Managements raise 
dividends when that is justified 
by the combination of earnings, 
balance-sheet position, and pros- 
pects as far ahead as can be seen. 
The latter is not too far, since 
no management has a crystal ball. 
There were many dividend boosts 
in late 1929 and early 1930 — 
when managements were whis- 
tling in the dark. Some of the 
more important companies which 
have upped payments in one form 
or another during the last six 
weeks or so are General Motors, 
United States Steel, Commercial 
Credit, United Biscuit, National 
Biscuit, Johns-Manville, National 
Tea, Brooklyn Union Gas, Con- 
tinental Can, Westinghouse Elec- 
tric, Johnson & Johnson, Illinois 
Central, Kroger Company, Feder- 
ated Department Stores, Cleve- 
land Electric [luminating, Na- 
tional Dairy and Sheaffer Pen. 
Companies from which there has 
been unfavorable dividend news, 
confining the list to those of some 
size, include American Safety 
Razor, Southern Railway, United 
Shoe Machinery, Goodall-Sanford, 
Weston Electric Instrument, Hey- 
den Chemical and U. S. Rubber. 


Tires 


Speaing of U. S. Rubber, whose 
latest quarterly dividend declara- 
tion was 75 cents a share against 
$1 at this time a year ago, the 
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company’s 1949 earnings proba- 
bly were in the neighborhood of 
$4 a share, against postwar peak 
of $10.23 in 1946 and net of 
$2.91 a share in the prewar year 
1939. Earnings as thus estimated 
are further down from the post- 
war high and closer to the 1939 
level than is so of any of the 
main competitors — which are 
Goodrich, Goodyear and Fire- 
stone. Goodrich probably earned 
around $13 a share in 1949, 
against 1946 peak of $17.69 and 
1939 net of $3.53. Figuring esti- 
mated 1949 earnings as a percent- 
age either of peak 1946 earnings 
or of the extraordinarily high to- 
tal earnings for the three banner 
years 1946-1948, Goodrich has 
had the best results, followed by 
Firestone and Goodyear, with 
U. S. Rubber fourth. The latest 
actual half-year earnings reported 
were: Goodrich, $6.02; Firestone, 
$4.02; Goodyear, $3.24 and U. S. 
Rubber $2.30. Before the war 
these companies had been fairly 
closely bunched in earning power. 
Firestone was regarded as the 
least speculative. U. S. was taken 
as the market leader of the group, 
with the prestige of duPont man- 
agement. At 1939 highs, U. S. 
was the highest-priced of the lot 
at 5234; Goodrich the lowest- 
priced at 2434, with Firestone 
next at 2514 and Goodyear second 
highest in price at 383%. Well, 
times, circumstances and opinions 
change. On the earnings data 
cited, and in the bloodless judg- 
ment of the market place, Good- 
rich now has the best manage- 
ment of the lot. At a recent high 
of 81, the stock is the market 
leader in the tire field by a mile, 
followed by 1949-1950 highs of 
58 for Firestone, 4914 for Good- 
year and 4452 for U. S. Rubber. 


Yield 


As a general rule, despite the 


usual exceptions, the market does 
a pretty good job in “rating” in- 
dividual stocks, as measured bv 
price-earnings ratios and yields. 
It is good enough so that when a 
stock “sticks out’ because of a 
very high yield, said yield should 
be a warning, rather than an in- 
vitation. At the least it implies 
that the stock in question is quite 
speculative, with the indicated 
dividend insecure. For example, 
Ronson Art Metal Works (lead- 
ing maker of cigarette lighters) 
now sells at 18%, to yield 13.4% 
on $2.55 paid in 1949 dividends. 
For some years prior to 1946, the 
best dividend was 24 cents a 
share. Prevailing yields on top- 
grade, stable-income stocks today 
run from around 4.5% to 5.5%. 
On many fair-to-middling stocks 
they are as high as 6.5% to 9%. 
It does not pay to be too greedy 
in the yield that you demand. In 
the stock market, as elsewhere, 
you will generally get pretty 
much what you pay for. The 
higher the yield, the more doubt- 
ful is the continuation of the ex- 
isting rate of dividend payments. 


Steel 


Mainly because of strikes, op- 
erations in the steel industry av- 
eraged only about 53% of ¢a- 
pacity for the fourth quarter of 
1949, varying all the way from 
about 113% in October to 94% in 
December. The 1949 profit reports 
so far issued by the larger com- 
panies indicate some fourth quar- 
ter profit, when compared with 9- 
month statements. The test is not 
conclusive so far as concerns the 
break-even point, for prices re- 
mained firm; whereas they would 
soften if output fell to near 50% 
of capacity due to depression in 
general business. Even so, the 
break-even point has been reduced 
considerably from its postwar 

(Continued on page 582) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
Nash-Kelvinator Dec. 31 Quarter $ .97 $1.35 
New Jersey Zinc Dec. 31 Quarter .34 1.56 
Sharp & Dohme.... danendace Dec. 31 Quarter -66 By f 
Archer-Daniels-Midiand ysies 6 mos. Dec. 31 2.73 3.65 
Shamrock Oil & Gas.....................8 Year Nov. 30 3.63 4.27 
Squibb, E. R., & Sons ay 6 mos. Dec. 31 1.91 2.01 
Jones & Laughlin Steel................ Dec. 31 Quarter aa 4.28 
Paraffine Companies ......... Dec. 31 Quarter 37 -67 
Black & Decker Mfg. Dec. 31 Quarter 1.35 1.73 
National Biscuit Co. Dec. 31 Quarter 81 1.14 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 
4 


addressed envelope. 


. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Glidden Company 

I would appreciate if you would ex- 
plain the reason for the decline in sales 
of the Glidden Company in the last fiscal 
year and cite what progress the company 
is making in its research program. 

N. R., Kennebunkport, Maine 

Net sales of the Glidden Com- 
pany for the fiscal year ended 
October 31, 1949, totaled $160,- 
143,276, approximately 20% less 
than the $202,318,794 reported in 
the preceding fiscal year. 

Net profit was also substan- 
tially lower, declining to $6,191,- 
923 or $3.23 per common share, 
from $9,276,819 or $5.04 a share 
a year earlier. 

The drop in dollar sales was at- 
tributed to declines in the prices 
of raw materials and finished 
products, but unit sales were 
within 5% of the previous year. 

The company has made great 
progress in research and develop- 
ment in various divisions. The 
paint and varnish division suc- 
ceeded in producing a new wash- 
able wall paint, the food division 
has perfected a high quality mar- 
garine and the soy-bean division 
has participated actively in the 
development of the important 
cortical hormones. 

Work along that line is pro- 
ceeding rapidly and the company 
hopes to be able to produce cor- 
tisone and its allied compounds in 
quantity before the end of 1950. 
Laboratory work on hormones 
established a new record in this 
direction, and in view of the 
great need for cortisone for the 
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more than seven million sufferers 
from arthritis, it is evident that 
if company’s plans are realized, 
this will result in an important 
development in their fine chemi- 
cal department. 

Throughout the year, special 
emphasis has been placed on the 
reduction of costs and the im- 
provement of materials handling. 
This is said to have resulted in 
greater efficiency and the saving of 
labor costs. 

The company at this time has 
no plans for any large expansion, 
and the construction program 
that has been underway for the 
last four years is nearly com- 
pleted. Major units added last 
year are a new soy bean proces- 
sing plant and storage silos at 
Indianapolis, a margarine manu- 
facturing plant at Macon, Geor- 
gia, a new soy bean extraction 
plant at Chicago, and a marga- 
rine distribution warehouse at 
Cambridge, Massachusetts. 

Inventories were substantially 
reduced in 1949. They were car- 
ried at $29,124,601 on October 31, 
1949, compared with $32,085,504 
a year earlier. 

Balance sheet as of October 31, 
1949 showed current assets of 
$47,735,684 and current liabilities 
of $17,439,272. 

Dividends in 1949 totaled $1.60 
ee against $1.90 paid in 
1948. 


Bendix Aviation Corporation 


Please report net income of Bendix 
Aviation for the past year, also backlog 
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of unfilled orders and expansion program 
of the company. 
W. C., Denver, Colorado 
Sales of Bendix Aviation Cor- 
poration for the fiscal year ended 
September 30, 1949 totaled $182,- 
674,462, an increase of 12.4% 
over $162,495,655 in fiscal 1948. 
Net income amounted to $11,- 
086,781 or $5.24 a share, com- 
pared with $11,280,742 or $5.33 
a share, for 1948. Earnings rep- 
resented 6.1% of sales, which 
compares with an average of 


7.3% for the pre-war years 
1935-39. 


The reduction in earnings from 
1948, in spite of higher sales, re- 
flects the effects of an eleven- 
week strike at the Bendix Prod- 
ucts Division in South Bend, 
Indiana. Most of the sales in- 
crease was accounted for by sales 
of aviation products and paid 
engineering sales. 

Sales of automotive products in 
1949 equaled 31% of total vol- 
ume compared with 38% in 1948, 
while aircraft equipment amount- 
ed to 47% of the total compared 
with 42% the preceding year. 

The backlog of unfilled orders, 
including engineering projects 
for others, was $165,000,000 on 
September 30, 1949, an increase 
of $3 million over the year-ago 
figure. 

The company expended ap- 
proximately $21 million in fiscal] 
1949 for engineering, including 
numerous Government-paid proj- 
ects in many fields, as well as cor- 
poration-financed programs. 

The company also spent $5,- 
058,000 for additions to manu- 
facturing facilities, bringing the 
four-year postwar plant expan- 
sion and improvement program 
to $24,038,000. These expendi- 
tures have been financed by de- 
preciation funds of $10,530,000, 
$4,241,000 from earnings re- 
tained in the business during the 
period, and $9,267,000 from re- 
tained earnings in prior years. 

Net working capital on Sep- 
tember 30, 1949, was $73,328,670, 
compared with $69,972,091 the 
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year earlier. Equity of stock- 
holders equaled $42.43 a share, 
compared with $39.70 a year ago. 

Dividends in 1949 totaled $3.50 
a share against $3.00 paid in 
1948. 


Emerson Radio & Phonograph 
Corporation 

Please furnish information as to re- 
cent earnings, dividends and prospects 
over coming months of Emerson Radio & 
Phonograph Corporation. 

S. L., Oxnard, California 

Emerson Radio & Phonograph 
Corporation and its wholly-owned 
subsidiaries for the fiscal year 
ended October 31, 1949, showed 
the highest net earnings after 
taxes in the history of the or- 
ganization, with an income of 
$3,035,652 or $3.79 per share, as 
compared with net earnings of 
$2,401,769 or $3.00 per share for 
the fiscal year ended October 31, 
1948, the previous all-time high. 

Consolidated net sales for the 
1949 fiscal year amounted to $40,- 
543,920 compared with $30,926,- 
842 for the preceding fiscal year. 

During the recently completed 
fiscal year, the company paid cash 
dividends totaling $1,040,000, 
equivalent to $1.30 per share on 
the 800,000 shares outstanding. 

On December 23, 1949, a stock 
distribution was made to stock- 
holders of record on December 5, 
1949 at the rate of one additional 
share of capital stock for each 
ten shares held, thereby increas- 
ing the number of outstanding 
shares from 800,000 to 879,805. 

It was necessary last year to 
increase production in order to 
meet the increased demand for 
television receivers as well as the 
continued demand for radio re- 
ceivers, phono-radios and phono- 
graphs. 

The momentum of sales gain 
during 1949 is expected to be car- 
ried into 1950 and with increased 
production facilities, sales volume 
during the current year should 
show a good increase. 


Cornell-Dubilier Electric 
Corporation 

Please advise if Cornell-Dubilier Elec- 
tric Corporation has any products that 
are used in the television field and also 
company’s recent sales, earnings and 
dividends. T.H., New Haven, Conn. 

Cornell-Dubilier Electric Cor- 
poration and subsidiaries for the 
fiscal year ending September 30, 
1949 reported consolidated net 
sales of $13,678,971, an increase 
of 20% over net sales of $11,- 
379,543 for the fiscal year ended 
September 30, 1948. 
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Consolidated net income, after 
provision for all Federal taxes 
and preferred dividend require- 
ments, amounted to $450,785 or 
86 cents per common share. For 
the preceding fiscal year, net in- 
come after taxes and preferred 
dividends amounted to $446,731 
or 84 cents per share of common 
stock. 

Operations of the Radiart Cor- 
poration, Cleveland, were highly 
satisfactory since its purchase by 
Cornell-Dubilier at the close of 
1948. The Radiart Division has 
finished developing and shortly 
will place on the market a rotator 
for television antennae which 
should add to the sales volume in 
the current fiscal year. 

Electronic Laboratories, Inc., a 
subsidiary, has become a supplier 
for two leading manufacturers of 
automobile radios since it has re- 
cently developed a new vibrator 
for use in that field. 

The company’s laboratories at 
New Bedford, have developed 
new ceramic capacitors for tele- 
vision receivers. Of the total of 
100 capacitors required for each 
receiver, approximately 40 are 
ceramic. The latest development 
enables the company to manufac- 
ture all the types of capacitors 
now needed. 

Net sales of Cornell-Dubilier 
Electric Corporation for the first 
quarter of the current fiscal year 
ended December 31, 1949, totaled 
$4,901,000 compared with $3,- 
091,644 in the comparable pre- 
ceding period, an increase of 
more than 58%. 

Sales for the six months of the 
current fiscal year are expected 
to show an increase and this is 
due largely to activity in the man- 
ufacture of component parts for 
television sets. 

Dividends of 80 cents per share 
have been paid in each of the past 
two years. 


Lukens Steel Company 


As a subscriber to your valued maga- 
zine, I would appreciate information as 
to L ukens Steel Company’s sales volume, 
net income, dividends and net worth. 

S. M., Kansas City, Kansas 


Sales of Lukens Steel Com- 
pany, including those of its By- 
Products Steel Company and 
Lukenweld division, Coatesville, 
Pennsylvania, in the 1949 fiscal 
year ending October 29 reached a 
total of $55,825,306, a decline of 
9.2% from fiscal 1948 sales of 
$61,480,919. 

Lukens’ net income after pro- 
vision for payment of Federal 


and State income taxes of $1,- 
811,330, amounted to $1,930,045, 
equivalent to $6.07 a share for the 
317,976 shares of common stock. 
This is in contrast to a net in- 
come, as revised, for the 1948 
fiscal year of $2,072,666, equal to 
$6.52 a share. 

Property, plant and equipment 
show a gross value of $22,498,877 
at the close of the 1949 fiscal 
year, an increase of $1,177,696 
over the $21,321,105 total at the 
end of the 1948 fiscal year. The 
net worth of the company has 
risen to $19,598,877. 

Dividends of $1.50 per share 
have been paid in each of the 
past two years. 

General Portland Cement 
Company 

I under::tand that demand for cement 
is expected to be good in the current year 
and therefore I am interested in knowing 


the results of General Portland Cement 
Company operations in the past year or 
two and what dividends the company is 
paying. P. E., Goshen, N. Y. 


Net earnings of Gener al Port- 
land Cement Company, listed on 
the New York Stock Exchange, 
for the twelve months ended De- 
cember 31, 1949, totaled $5,240,- 
000 after provision for Federal 
income taxes, compared with net 
earnings of $4,273,000 for the 
corresponding twelve months of 
1948. 

This was equal to $5.05 per 
share on 1,037,387 shares of com- 
mon stock outstanding, compared 
with $4.12 per share, based on 
the same number of shares, for 
1948. 

Sales for 1949 increased to 
$21,285,300 from $19,491,000 in 
1948. Costs and expenses amount- 
ed to $12,882,700 as against $12,- 
470,300 reported the year before, 
and Federal income taxes totaled 
$3,212,000 compared with $2,- 
650,000 in 1948. 

Net income for the three 
months ended December 31, 1949, 
totaled $1,319,300 or $1.27 per 
share, compared with $1,221,800 
or $1.18 per share for the corre- 
sponding period of 1948. Net 
sales for the same period totaled 
$5,417,700, compared with $5,- 
599,400 in the last three months 
of the preceding year. 

Manufacturing plants of the 
General Portland Cement Com- 
pany are located at Tampa, Flor- 
ida; Chattanooga, Tennessee; 
Fort Worth, Houston and Dallas, 
Texas. 

Dividends including extras to- 
taled $2.50 a share in 1949, com- 
pared with $1.50 in 1948. 
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What's Ahead for Business? 
By E. K. A. 


precautionary. But as the latter type of demand mounts, 
repercussions are bound to ensue in the second quarter after 
conditions have returned to normal. 


Industrial output increased in January despite coal and 
auto strikes. The Federal Reserve Board estimated its produc- 
tion index for that month rose to 182%, of the 1935-39 aver- 
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age from 179% (revised) in 
December. This is about in 
line with expectations. A 
further gain might reason- 
ably have been expected 
in February but this now 
appears dubious in view of 
the increasingly crippling 
effect of the coal stoppage. 


the pits before industry has 
to shut down completely 
for lack of fuel. But one 
never knows just how close 
to the danger point matters 
wil be allowed to drift. 
Even though the worst 
may be avoided, the strike 
will leave certain imprints. 
Industrial curtailments where 
they already occurred, will 
affect employment and 
earnings; the rails are al- 
ready heavy sufferers in this 
respect. A real steel crisis 
may not develop before an- 
other ten days and by then, 
the strike is most likely to 
be settled, or at least work 
will be resumed pending 
further negotiations. Mean- 


Chances are that any curtailment of industrial operations 
induced by the coal crisis, if it lasts long enough, will create 
a new “catching up” period in the second quarter, just as 
first quarter business in part benefited from the effects of 
the steel strike last October. This may tend to postpone any 
downturn until the third quarter rather than during the second 
pe as we would normally have expected. If the crisis is 
shortly. resolved, however, pressure for steel may abate 
markedly in view of the inventory buying currently going on. 
Either way, the second quarter still remains a key period. 


190 Presidential intervention, as 
4 Cty - written, has as ‘yet Meanwhile the momentum of the bellwether motor and 
“ brought no peace in the construction industries remains unchecked. Auto and truck 
180 coal fields though a climax production has increased despite the Chrysler strike, and the 
7 appears near. The thought auto industry's steel supplies are adequate for present needs 
, is that current moves will for some weeks. No early weakness here is indicated from 
somehow produce a formula © supply viewpoint unless it should originate among parts 
joke that will return the miners to manufacturers. ; 


The building industry's strong 1949 finish has carried over 
smartly into the new year in contrast to a year ago when 
housing starts lagged conspicuously. If the present pace con- 
tinues, correspondingly enhanced by seasonal factors with 
the approach of Spring, the question arises whether it can last 
through Summer without creating a temporary glut in the 
residential housing field. 

Strangely, despite intensified labor troubles, there is some 
belief that strikes this year will not take the heavy toll they 
did in 1949 when 53 million man-days were lost. Reasons 
for this optimism are (1) that a number of labor contracts in 
basic industries run through 1950, and (2) that labor leaders 
are not likely to encourage widespread strikes in a congres- 
sional election year. There may be something to that, but 
the experience of Chrysler does not exactly bear out the 
validity of point two. 

Constructive Inventory Position 

Leaving aside strikes and their impacts, industry's inven- 
tory position should have a constructive effect on the business 
situation this year. With inventories more or less down to a 
current basis, inventory buying should prove a stabilizing 


while protective ordering of factor. This is in sharp contrast to last year when new buying 

100 steel by consuming indus- was virtually absent as manufacturers drew on their excessive 

tries is boosting demand so__ stocks. To-date, also, order placement by retailers has been 

that it is again running far better than anticipated, and this goes for nearly all markets. 

ahead of supply. Pressure is It reflects the fact that consumer buying has held up fairly 

being felt all along the line, well, and is expected to do so at least through Easter, prob- 

and it is difficult to say how ably longer. The trend needs watching. Any decline in the 

much ordering reflects im- rate of consumption would again lead to accumulation of 

iad proved business sentiment heavy inventories, meaning subsequent curtailment of new 
“ and how much is merely orders and in turn a reversal of industrial production. 
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The Business Analyst 





MONEY AND CREDIT—Common stock averages managed 
to chalk up a farther slight gain during the fortnight ended 
February 11, despite a small reaction sparked by the coal min- 
ing crisis during the second week. Half of our 46 group indexes, 
and all three of the major indexes, made new highs for various 
periods, as tabulated on the second page following. Radio 
and television shares again held the spotlight, with an average 
advance of 20%, thereby lifting our index by the spectacular 
amount of 47%, since the start of the year. It will be recalled 
that this group was the worst performer last year. Dramatic 
reversals of this character are not uncommon. New York bank 
stocks advanced to the best average level since August 24, 
1946; while high grade corporate preferred stocks and foreign 
government dollar bonds uted new highs since the latter 
part of 1947. On the other hand, high grade rail bonds sagged 
to a new low for the year, while the Victory 2!/2s eased off to 
new lows since the latter part of last year. Commercial loans 
by weekly reporting member banks expanded by the nominal 
amount of $14 million during January, contrasted with con- 
traction of $259 million in January of last year; but they are 
still $1.4 billion smaller than a year ago. During the fortnight 
ended February 8, collection of income taxes contributed to a 
rise of $735 milton in the Treasury’s cash balance after a reduc 
tion of $200 million in the Federal gross debt. The balance is 
now a comfortable $1,530 million ahead of what is considered 
a safe minimum of $3.5 billion. Income tax payments were also 
mainly responsible for a drop of $478 million in demand de- 
posits with weekly reporting member banks, but these are still 
$822 million above a year ago. Though the estimated budget 
deficit of $5.1 billion for fiscal 1951 would be only $0.4 billion 
less than this year, the estimated cash deficit of $2.7 billion 
would be $2.2 billion less. This is because this year's insurance 
dividend payments of $2.8 billion to veterans will not be re- 
peated next year. The budget deficit in fiscal 1951 will be the 
third in succession. In only two years since 1930 has there been 
a surplus. 


TRADE—Department store sales in the fortnight ended Feb- 
ruary 4 were a trifle above the corresponding period of last 
year, compared with a cumulative decline of 6%, for the year 
to date. In December, sales by all retail outlets throughout the 
nation were 2°, below the corresponding month of 1948; sales 
by wholesalers were off 12%; while manufacturers’ shipments 
declined 13%. For all of 1949, sales by wholesalers were 8%, 
below the total for 1948. The International Monetary Fund 
estimates that currency devaluations abroad last September 
raised the average cost of U. S. goods to buyers in foreign 
countries by about 16%, while lowering the cost of foreign 
wares to U. S. importers by 13%. 


INDUSTRY—Business activity in the week ended February 4 
was 2.2%, above last year, compared with a gain of only !/2 of 
1% for the month of January. Dividend payments in December 
were the largest for any month in history and 14°, more liberal 
than a year earlier, compared with an average increase of 
only 7% for all of 1949. Manufacturers’ shipments last year, 
though the second largest on record, were 6°%/, below the 1948 
‘tomes Though unemployment in early January was 1,816,000 
arger than a year earlier, the number actually at work in non- 
agricultural pursuits rose by 319,000. Part of the reason for this 
sharp rise in unemployment may be found in the circumstance 
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that the urge to work has been rising at a faster rate than the 
growth in population of working age. Another contributing 
cause is rising efficiency of production, especially in farming. 
Agricultural employment last month was 565,000, or 8% smaller 
than a year ago. 


COMMODITIES—Proposals in Congress favoring flexible sup- 
port legislation led to a slight decline in commodity futures 
during the fortnight ended February 11, though cotton and 
hides extended their gains. Spot indexes were also off a little 
with weakness in wheat, corn, sugar, wool and hides, and 
despite further strength in cotton and rubber. Tin was again 
reduced fractionally but prices for other metals were un- 
changed. Sales of imported Canadian potatoes at less than 
domestic prices have stirred up a hornet’s nest of debate over 
what to do with Government surpluses. 


Co. 
UO 





Larger than normal seasonal declines in refinery runs, steel 
operations and bank debits during the week ended February 4 
somewhat more than offset a sharp rise in electric power out- 
put to a new all-time high. In consequence, there was a slight 
dip in the nation’s overall physical volume of Business Ac- 
tivity, but, as the decline a year ago at this time was much 
sharper, the margin of increase over last year widened to 2.2%. 

* * & 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Whor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) | Jan. 1.14 1.24 1.17 1.55 (Continued from page 573) 
ne so «ctl. = For the month of January, this publica- 

FEDERAL GROSS DEBT—$b Feb. 8 256.6 = 256.8 252.5 55.2 | tion’s index of the nation’s business volume 

MONEY SUPPLY—$b rose to 192.6%, of the 1935-9 average—3 
Demand Deposits—94 Centers ____| Feb. | 47.7 48.5 46.9 26.1 | points above December, and 0.5°%/, ahead 
Currency in Circulati Feb. 8 27.0 26.9 27.6 10.7 | of a year ago. On a Per Capita Basis, 

the index registered in January 165.7%, of 

BANK DEBITS—-13-Week Avge. the 1935-9 average, compared with 163.4 
New York City—$b nee, | ve at vt *26 | for December and 167 8 in January of 1948 

Centers—$b Feb. | 12.75 12.72 13.36 7.60 : : ae ; 

93 Other z Thus the business volume last month fell 

PERSONAL INCOMES—$b (cd2) Dec. 213.7 211.6 = 219.3102 1.1% short of keeping pace with the annual 
Salaries and Wages Dec. 138.5 136.9 141.4 66 growth in population. 

Proprietors’ Incomes —_________ | Dec. 43.4 44.9 50.3 23 * * a 

Interest and Dividends Dec. 19.1 17.4 16.9 10 In the statistical column to the left, we 

Transfer Payments Dec. 12.7 12.4 10.7 3 resent a condensed summary of the Census 

(INCOME FROM AGRICULTURE) Dec. 20.1 20.3 25.2 10 aia estimates of Employment con- 

POPULATION—m (e) (cb) Jan. 150.6 150.4 147.9 133.8 | ditions during the week ended ere 14, 
Non-Institutional, Age 14 & Over_| Jan. 110.2 110.1 109.1 101.8 | It may be of interest to note that man-hours 

Labor Force Jan. 62.8 63.5 61.5 57.5 | worked in non-agricultural pursuits during 
Military Jan. 1.41 1.43 1.47 1.89 | the sampling week was about !/2 of 1% 
Civilian Jan. 61.4 62.0 60.0 55.6 | below the corresponding week last ear, a 

Unemployed Jan. 4.5 3.5 2.7 3.8 | finding that agrees closely with the showing 

Employed Jan. 56.9 58.5 57.4 51.8 | of our business index. 

In Agriculture ..-__-_ Es San. 5.6 6.8 6.0 8.0 * * * 
Non-Farm Jan. 50.7 51.8 50.6 43.8 As to the Coal Mining situation, the un- 

At Work Jan. 49.1 50.4 48.7 43.2. | pleasant fact must be faced realistically 

Weekly Hours Jan. 40.9 41.3 41.5 42.0 | sooner or later that neither the Taft-Hartley 

Man-Hours Weekly—b Jan. 2.01 2.08 2.02 1.82 - nor any waa — Ne ne 

roduction up beyond the market’s absorp- 
1p vane snes = mr yd se eo five ann po offer more than a ee 
mt a. “WS oN 12.6 11.7 | Porary solution for an industry afflicted with 

Weetiy ra i 39.8 39.2 40.1 40.4 | creeping paralysis. It should be evident to 

cds Wiens Gai a 141.2 139.1. «139.7 773 | all, even ries ‘® — that there hse too 

Weekly Wage ($) womens 4 Dac. 56.20 54.53 56.15 31.23 | Many coal mines and too many coal miners, 

and that the imbalance is bound to grow 

PRICES—Wholesale (1b2) Feb. 7 151.6 151.2 157.0 92.5 worse under Lewis's monopolistic tactics. 
Retail (cdib) Nov. 185.6 185.6 192.5 116.2 * . “ 

COST OF LIVING (Ib3) Dec. 167.5 168.6 171.4 100.2 If left to the free working of the law of 
Food Dec. 197.3 2008 207.5 113.1 | Supply and Demand, high cost producers 
Clothing Dec. 185.8 186.3 200.4 113.8 | would be eliminated, efficient mines would 
Rent Dec. 122.2 120.0 4119.5 107.8 | have an incentive to lower costs still more 

Sean annbne than they ape have done, prices would 
Retail Store Sales (cd) Dec. 12.81 10.86 13.14 4.72 a aa ee we igen 

Durable Goods _.......___ | Dec. 3.38 3.35 3.50 1.07 cumionih aeumaell 

Non-Durable Goods... Dee. 943 7.51 9.64 3.65 eae - 

Dep't Store Sales (mrb) _-._-__ | Dec. 1.37 0.92 1.40 0.42 . . ee 

Retail Sales Credit, End Mo. (rb2) | Dec. 10.17 933838 5.10 | — Se 

MANUFACTURERS’ December suffered an overall decline of 
New Orders —$b(cd) Total_____| Nov. 18.1 18.6 18.9 14.6 | 2'/2% from a year earlier though non-farm 

Durable Goods —__________| Nov. 7.3 17 17 7.1 | income managed to show a gain of 0.1%. 

Non-Durable Goods ......._.-_ ] Nov. 10.8 10.9 11.2 7.5 * * * 

Shipments—$b (cd) —Total _.| Dec. 17.0 17.6 19.5 8.3 Partly reflecting lower prices, manufac- 
Durable Goods —____..____| Dec. 6.9 7.0 8.6 4.1 | turers’ shipments last year averaged 6%, 
Non-Durable Goods Dec. 10.1 10.6 10.9 4.2 | below 1948. Year-end Inventories showed 

BUSINESS INVENTORIES, End Mo. a 13% shrinkage in book value, with dura- 
Total—$b (cd) Dec. 53.4 55.1 58.2 28.6 ble goods off 13%, but nondurables down 

Manufacturers’ Dec. 31.0 30.6 30.2 16.4 only 5%. 

Wholesalers’ Dec. 9.2 9.2 9.6 4.1 * * * 

Retailers’ Dec. 13.2 15.3 14.4 8.1 Expenditures on new Construction last 

Dept. Store Stocks (mrb) == "Dec. 2.0 2.4 2.0 1.4 month were the largest for any January in 

BUSINESS ACTIVITY —1—pc Feb, 4 166.4 166.7 166.0 141.8 history and 16% above a year ago. Private 
(M. W. S.)—l—np __—| Feb. 4 193.7. 193.9 189.6 146.5 | expenditures for new hospitals were up 
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OK Latest Previous “soa 
Wk.or Wk.or Year Pear PRESENT POSITION A 
Date Month Month Ago __ Harbor* ND OUTLOOK 
Xe PROD.—1—np (rb — = a i 7 150% from a year ago and those for resi- 
a, ining ~~ | Dee. dential dwelli 3 
oe Durable Goods Mfr nnn enwnnn | Dee. 202 180 231 220 heel lol me Pee uP ail De yh 
lume Non-Durable Goods Mfr... ....... | Dee. 174 177 173 151 industrial plant building was down 37°/, an 
a" —_ commercial building 11°. Public construc- 
head CARLOADINGS—t—Total Feb. 4 612 636 682 833 tion rose 24%, including a leap of 175% 
asis, Manufactuies & Miscellaneous... Feb. 4 322 327 329 379 in publicly sponsored housing. 
>! of St = emia 5 > 82 8! 93 156 a ae 
2. Grai Ee ee Feb. 4 40 40 38 4 ° ° F 
63.4 oo 2 : : Rail conineans builders were cheered by 
948. ELEC. POWER Output (Kw.H.)m Feb. 4 6,062 5,972 5,778 3,267 new orders for 9,400 Freight Cars booked 
’ a aie. Geek on aap a = <9 ae last month but, still hampered by delayed 
nua ,» Prod. m eb. e . Pe A . * ’ 
Cumulative from Jan. I... | Feb. 4 344 278 568 446 —— = ~ caused _ a inhi 
Stocks, End Mo... cece | Dee. 45.1 458 694 61.8 eRe Sa, pee eee sees 
sank to a new post-war low of 2,400 units. 
, we PETROLEUM— (bbls.) m The combination of smaller deliveries and 
>nsus Crude Output, Banyo ees 4.9 4.9 5.4 4.1 good bookings raised the backlog of un 
con- Gasoline BROCK oe eee 127 124 117 86 filled orders by 7,000 during the month, the 
y 14, Fuel Oil Stocks... Feb. 4 55 57 61 94 seenesl die ta ques tee ween 
Heating Oil Stocks... | Feb. 4 64 66 60 55 P — 
ours * * * 
a LUMBER, Prod. (bd. ft.) m Feb. 4 401 484 467 632 Shipments of refined Lead in December 
] A Stocks, End Mo. (bd. ft.) b...._. |: Dee. 7.3 7.3 7.1 12.6 slumped to the lowest level in months, rais- 
ir, a e 
ui STEEL INGOT PROD. (st.) m Jan. 790 7.72 8.18 6.96 | ing stocks to 80%, above the end of 1948. 
Cumulative from Jan. Io. Jan. 7.9 77.9 8.2 74.7 | * * * 
| : 
ENGINEERING CONSTRUCTION | Motor Vehicle output in the week 
> un- AWARDS—$m (en) Feb.9 142 161 131 94 | ended February 18 came to around 117,500 
cally Cumulative from Jan. I. «| «Feb. 9 1,218 1,076 909 5,692 | units compared to 95,557 units in the pre- 
rtley “ee | ceding week. The Chrysler strike and the 
ees nae Ord | coal situation are currently responsible for 
Orp- ana, “skeen “gg = pte a om ve | the production loss of about 40,000 vehicles 
ov. é - : 
tem- Footwear Production (pairs)m Nov. 33.6 38.2 34.7 34.8 weekly. Despite the ee 
with. Cigarettes, Domestic Sales—b. . | Dec. 24.7 29.7 24.9 17.1 however, the one millionth ve oo OF es 
mp = oi 386 508 440 +543 _‘| should come from the assembly lines during 
too Do., Manuf'ct'rd Tobacco (Ibs.)m. | Dec. 16.5 19.3 16.4 27.6 the current week. 
ners ene 
ae b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
| taxes. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
5. adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—I00). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
w of sation for Population growth. pc—Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
ieee st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
ould THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
nor peerage gs 
id No. of —_—__—1949-50 Indexes— al (Nov. 14, 1936 Cl—100) High — Low Feb.4 Feb. 1! 
OU Issues (1925 Close—100) High Low Feb.4 Feb. II 100 HIGH PRICED STOCKS... 88.85 70.88 88.85A 88.20 
ene 325 COMBINED AVERAGE _____ 141.9 108.0 141.9A 140.5 100 LOW PRICED STOCKS... 166.04 119.71 166.04A 159.80 
sad 4 Agricultural Implements ..... 207.5 162.1 201.3 198.6 5 Investment Trusts 0. =-75.1 53.9 75.1C 73.3 
10 Aircraft (1927 Cl—100)..... 187.7 138.2 181.5 187.7A 3 Liquor (1927 Cl—1!00)..... 841.8 602.9 824.8 804.5 
6 Air Lines (1934 Cl—100)... 495.1 366.1 480.6 469.3 tt Machinery —....__._.... 4624 115.9 148.9 147.1 
ome 7 Amusement . peace 104.4 75.7 104.4A 87.6 3 Mail Order oo URS 87.1 112.5A 108.8 
for 10 Automobile Accessories . 205.4 145.2 198.5 201.9 3 Meat Packing . Was 63.3 93.5 93.3 
a 12 Automobiles 31.0 21.3 31.0A 29.8 12 Metals, Miscellaneous ...... 158.1 122.0 147.0 143.3 
7 Oo 3 Baking (1926 Cl.—100) 23.3 18.1 23.3B 22.6 4 Paper _..... PO Me eM, | | 27.9 40.7 40.7 
arm 3 Business Machines _.. 261.0 209.0 266.7 261.8 30 Petroleum 255.8 207.1 248.9 242.3 
»* 2 Bus Lines (1926 Cl—100)... 174.6 118.3 165.7 174.6B 27 Public Utilities 146.5 102.4 146.5C 146.5 
S Ghemicals: =. ; whack 212.7 266.7 261.8 5 Radio (1927 Cl.—i00) 26.7 13.6 23.4 26.7 
f 3 Goal Mining <9 2 10.2 13.7 13.3 9 Railroad Equipment 50.0 36.5 48.7 48.7 
_ 4 Communication 00. 47.7 31.8 47.7A 47.4 24 Railroads 23.8 17.5 23.8A 23.1 
6%, 9 Construction nnn 3.6 47.4 63.6A 62.5 3 Realty . 32.9 21.4 32.2 31.2 
wed 7 Containers _..... Ecce GLO 240.7 326.3A 321.1 3 Shipbuilding _ 150.2 120.0 150.2A 148.9 
ura- 9 Copper & Brass... i, ee 67.4 85.7 84.1 3 Soft Drinks ..... male 368.6 298.2 357.5 368.6A 
2 Dairy Products. 74.5 53.3 73.8 74.5C 15 Steel & Iron ere 77.0 101.9 101.0 
own 5 Department Stores 0. = 61.2 49.2 61.0 S97 3 Sugar 53.6 39.8 51.8 52.1 
6 Drugs & Toilet Articles... 195.9 141.6 195.9B 192.6 2 Sulphur ‘ 339.9 233.8 339.9T 339.9 
2 Finance Companies _...... 344.4 246.1 344.4N 338.6 5 Textiles ; a= Ve 100.9 139.0 137.8 
last 7 Food Brands _... nn WOOF 146.0 179.9 177.2 3 Tires & Rubber... 2 Gee 26.6B 35.3 35.7B 
in 2 Food Stores ........ 102.3 58.5 100.8 102.3R G Tobacco =o... . 873 67.1 85.9 85.1 
Se 3 Rornishings 2 54.7 78.8A 76.4 2 Variety Stores .... ciate 308.3 350.2C 345.4 
ate 4 Gold Mining 795.1 566.3 714.5 728.0 19 Unclassified (1948 Cl—I00) 122.2 93.2 122.2A 120.0 
u 
P New HIGH since: A—1948; B—1947; C—1946; N—1937; R—1930; T—1928. 
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Trend of Commodities 





Commodity price indexes, spot and futures, eased off a little 
during the fortnight ended February 11. Wool extended its 
advance, helped by announcement that Government support 
at 90%, of parity would be continued through 1950. Cotton 
continued to rise, despite the possibility that Congress might 
ease acreage restrictions. Consumption in November was the 
largest for any month since June, 1948. World production in 
the 1949-50 season is expected to reach 31 million bales— 
6% above last year; but still 3°/, below the pre-war average. 
Production in the U. S., which accounts for half of the total, is 
now 22%, above pre-war whereas foreign output is still off 
20%. California’s long and strong fibre is so popular with the 
mills that only 2%, of its record crop of 1.3 million bales is ex- 
pected to need price support. Total farm production this year is 


expected to equal last year’s record, which was 39%, above 
pre-war 1935-9. Yet farmers’ receipts from sales of crops and 
livestock during January were 10% lower than a year ago. 
Stocks of wheat, corn and rye in storage on January | were 
the largest for that date on record. Fast rising production effi. 
ciency on the farms, especially the large ones, es so reduced 
the demand for labor that farm population has fallen about 
8%, in the past ten years, against a growth of 14%, for the 
nation as a whole. The largest exodus from the farm (15%) has 
been among young people under 25 years of age. The farm 
population above 44 years of age has remained almost sta- 
tionary. Meanwhile fertilizer sales have risen 150%, within the 
roc i and electric power use on the farm has about 
doubled in two years. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. 1 Yr. Dec.6 

Feb.10 Ago Ago Ago Ago Ago 194! 

28 Basic Commodities .._._ 247.1 242.2 250.2 249.5 243.5 273.4 156.9 
11 Imported Commodities. 252.6 257.7 259.6 264.3 247.2 256.2 157.3 
17 Domestic Commodities. 243.5 243.9 244.3 240.4 240.6 280.5 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939-—63.0 Dec. 6, 1941—85.0 


12 Foodstuffs 
16 Raw Industrials __...... 220.0 222.0 223.0 229.5 218.6 270.7 148.2 


Date 2Wk. | Mo.3 Mo. 6Mo. 1 Yr. Dec.6 

Feb.10 Ago Ago Ago Ago Ago 194i 

7 Domestic Agriculture _. 302.9 303.2 300.1 290.0 289.8 291.1 163.9 
308.4 311.3 309.0 297.4 296.9 288.6 169.2 





| COMMODITY FUTURES INDEX 
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OMMODITIES INDEX _ 
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Average 1924-26 equals 


1950 1949 1947 1945 1941 





1950 1949 1947 1945 1941 1939 1938 1937. 1939 1938 1937 
High 136.7 161.5 164.0 95.8 985.7 783 658 93.8 High —~..... 134.92 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
— 134.2 1349 1264 936 743 61.6 575 647 Low 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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BOTH have made investment tn income -producing common 
SUOCRS part of their families financial programs 


‘“‘Maybe you’re surprised to find that anyone 
who works for wages, as I do, is a stockholder in 
American companies. Personally, I think it’s a 
mighty good thing. I know something about in- 
dustrial companies, simply because I work for one 
of them. In my lifetime, I’ve seen U.S. business 
grow and expand and develop many new things. I 
believe in its future. That’s why I’ve got a stock- 
holder’s stake in it right now.” 


PARLIN, N. J. 


‘Years ago, my wife and I decided to start a 
‘fund for the future’ since I’m in business for my- 
self, without benefit of social security or unem- 
ployment insurance. We invest these dollars reg- 
ularly where they will work most profitably for us 
...a good part of them in dividend-paying stocks 
listed on the New York Stock Exchange. This 
year our stocks are bringing us a return of better 
than 6%, on the average.” 


Mbrusan © Sbchueger 


JE, MICH 


Investment Facts ... and your income 


A new edition of the booklet “Investment Facts About 
Common Stocks and Cash Dividends” shows the fol- 
lowing average cash yield of all dividend-paying com- 
mon stocks on the New York Stock Exchange for 
each year since 1940, based on year-end prices. 





1940 1981 19421943 19441945 IMG 1947 IMB IH 


6.1% 9.3% 18% 6.1% 5.0% 3.6% 48% 63% 18% 1.0% 

















Of interest to investors is a new feature of this edition 
—a simple, statistical composite of 281 stocks which 
have paid cash dividends every year for 20 to 102 years. 


This composite is based on number of years of sustained 
dividend payment, amount of payment in 1949, market 
price and rate of return. This information is tabulated 
for each of the stocks comprising the composite. The 
booklet may be obtained locally at Member Firms’ 
offices or by writing to the New York Stock Exchange. 


Yields change as market prices and dividends change. 
Informed investors keep this in mind, as they do the 
many other factors that affect investment values. Cur- 
rent yields and other factual information needed in 
evaluating any security may be obtained at offices of 
Member Firms of the Exchange. 


Lnvest wisely... through a Member Firm of the 


New York Stock Exchange 
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for myself...” 
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Investment Audit of 
Sperry Corporation 





(Continued from page 556) 


that flying schedules may become 
as reliable in winter as in sum- 
mer. That development in itself 
holds the promise of a revolu- 
tionary change for the better in 
the air transportation industry. 
Although closely identified with 
the aircraft industry, Sperry is 
less vulnerable to unfavorable de- 
velopments, such as contract can- 
cellations or obsolescence, than 
the air frame manufacturers. The 
company also has the benefit of 
continuous demand for spare 
parts, replacement sales, etc. 
Many types of equipment are 
suitable for either aircraft or for 
industrial and marine uses. 
Reduced emphasis on naval 
armament in the last year or two 
has been reflected in the backlog 
of orders, but indications point 
to a reversal in this trend if the 
Washington Administration 
adopts an aggressive expansion 
of our submarine fleet. Defense 
authorities have proposed con- 
struction of a large number of 
modern submarines of the “Gup- 
py” snorkel type. Equipped with 
a “snorkel,” or metal tube rising 
to the surface enabling a sub- 
marine to draw in air for its 
diesel engines, the modern under- 
water boat may remain sub- 
merged for considerable periods 
and defy radar detection. Mili- 
tary authorities contend that the 
United States Navy must make 
extensive enlargement of its sub- 
marine fleet to be fully prepared. 
Sperry has achieved its envi- 
able position as producer of es- 
sential equipment largely through 
intensive research. Development 
of labor-saving devices and prog- 
ress in conversion of manual op- 
erations to automatic mechanisms 
go far toward explaining the 
company’s consistent growth. 
Large sums have been put back 
into the perfection of new prod- 
ucts and engineering “know- 
how.”” Development along these 
lines has been made possible by 
profit margins after taxes aver- 
aging about 20 per cent before 
the war. It seems doubtful, now 
that the company has entered 
more keenly competitive fields 
such as in farm equipment, that 
such margins can be expected in 
the future. Hence it may be logi- 
cal to expect relatively smaller 
appropriations for research. 
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It would not be unreasonable 
to look for continuance of a 
rather generous dividend policy. 
Payments have averaged about 
50 to 55 per cent of net income 
since dividends were inaugurated 
in 1934. Management presumably 
would like to maintain distribu- 
tions at or near $2 a share annu- 
ally if :arnings can be held in the 
$3.50 to $4.50 a share range un- 
der normal conditions. With 
major policies still determined by 
executives who have been identi- 
fied with the company since its 
infancy, it would appear logical 
to look for no startling change 
in the conservative practices 
which have characterized opera- 
tions in the last seventeen years. 
Priced around. 265%, the stock on 
basis of last year’s $2 dividend 
yields about 714 per cent. 





Levelling Off in Farm 
Equipments? 





(Continued from page 565) 


tendency by farmers and dealers 
to require term credits on their 
purchases, following a prolonged 
period in postwar when cash pay- 
ments were general. Offhand, this 
shift would create quite a strain 
on company working capital posi- 
tions, but ample resources, sales 
of receivables to banks and 
finance concerns, and short term 
borrowings~ have simplified the 
problem. 

The current situation in this 
respect is no novelty to the large 
equipment manufacturers, as in 
prewar the employment of term 
credits was widespread. While 
some losses may naturally result, 
experience has shown them to be 
moderate, and most of the com- 
panies carry substantial reserves 
to offset them. Furthermore, the 
relatively high interest rates im- 
posed tend to widen profit mar- 
gins so that the trend towards 
extended credits not only stimu- 
lates sales but is also favorably 
regarded by managements from 
the profit angle. 

The outlook for various con- 
cerns in the farm equipment in- 
dustry varies considebarly ac- 
cording to their trade standing, 
operating efficiency, diversifica- 
tion policies and other factors. 
International Harvester Corpora- 
tion, the dominant unit in the in- 
dustry, now derives only about 
35% of gross revenues from sales 
of agricultural equipment and 
parts, an almost equal percentage 
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coming from sales of trucks and 
parts. Industrial equipment ac- 
counted for 8.2%, steel, pig iron 
and coke by-products for 2.8%, 
refrigerators 2.7% and binder 
twine 1.9%. 

By this diversification and the 
fruits of a large modernization 
program, the company’s net in- 
come in 1949 rose to $4.36 per 
share compared with $3.92 in 
1948, despite a $37 million decline 
in volume. In other words, IHC 
earned 5.5% on sales of $908 mil- | 
lion last year against 4.7% on 
volume of $945 million in the pre- 
ceding period. As a dip in volume 
in 1949 was chiefly due to wild- 
cat strikes, limited production in 
incompleted plants and model 
changeovers, the results attained 
attest to excellent cost controls 
and increased operating efficiency. 

A record sales volume, both in 
units and dollars, of J. I. Case 
Company last year aided in 
achievement of a sharp advance 
in net earnings. Equally, if not 
more influential in the profit gain 
were benefits from the completion 
of a large modernization program 
that brought many operating 
economies. While volume of 
$170.2 million was 10.5% above 
the previous year, net earnings of 
$19.86 per share rose 70%. Pay- 
ment of only $2 per share in divi- | 
dends during fiscal 1949 lifted | 
working capital to a peak of $47 
million. In view of this improved 
position, the directors declared a 
year-end dividend of $2.80 per 
share in the first quarter of fiscal 
1950, indicating that total pay- 
ments in the current fiscal year 
may be at least $5.80 if advanced 
quarterly distributions of 75 
cents a share hold. 

Deere & Company for many 
years has consistently led the in- 
dustry as to both operating and 
net profit margins. Volume of 
$361 million in fiscal 1949 ad- 
vanced about 30% over 1948 and 
the net profit margin widened to 
10.9% from 8.9% in the preced- 
ing year, resulting in net earn- 
ings of $12.42 a share. The finan- 
cial status of Deere is impreg- 
nable with net current assets of 
$232 million comparing with total 
current liabilities of $58.8 million. 
The company carries reserves of 
$30 million against future inven- 
tory losses and contingencies. 

The foregoing limited samples 
illustrate the strong position of a 
few outstanding leaders in this 
field, but elsewhere, results have 
been less outstanding. B. F. 
Avery, for example, has paid no 
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This illustration and letter are 








October 29, 1949 
To Our STOCKHOLDERs: 


Today we are mailing the 200th con- 
secutive quarterly dividend check . to 
holders of our Six Per Cent Preferred 
Capital Stock. 


Whether you hold shares of that 
issue or of other issues of our. stock, I 
am sure. you will be interested in this 
occasion because it serves.to emphasize 
the stability of our Company and our 
business. 

In addition to having paid dividends 
quarterly without interruption for 50 
years on the non-callable 6% preferred 
stock, the Company paid dividends reg- 
ularly on other issues of preferred stock 
formerly outstanding and has paid regu- 
lar quarterly dividends on the currently 
outstanding Serial Preferred Stock, 
3.60% Series, since date of issue. Com- 
mon Stock of this Company was first 
issued to the public in May, 1940, and 
dividends on such stock have been paid 
each year since that date. 


As of September, 1949, the Company 
had 1,134 holders of the Non-callable 
Six Per Cent Preferred Stock, 11,473 
holders of the 3.60% Serial Preferred 
Stock and 42,842 Common Stockhold- 


caken from a folder sent to the 55,449 


stockholders of Wisconsin Electric Power Company. 


ers, located principally in Wisconsin 
but also in every other state in the 
Union. In a circular offering some of 
the shares of the Six Per Cent Stock for 
sale in 1901, William Nelson Crom- 
well, then President of the Company, 
reported the population of Milwaukee 
and tributary territory to be 350,000, 
and gross earnings of the Company for 
1900 as $2,204,536 which consisted 
principally of transportation depart- 
ment revenues. In concluding his state- 
ment, Mr. Cromwell predicted con- 
tinued growth of the 
business. 

How right he was! Population of the 
area served by the Company now is 
985,000, and operating revenues for 
1948 were $45,393,061, derived from 
electric and heating operations and not 
including revenues of the transportation 
subsidiary amounting to $17,080,383. 


Company’s 


Startling, too, are other comparisons. 
When the Company was formed, it had 
two power plants with a combined gen- 
erating capacity of about 4,150. kilo- 
watts; now we have five plants with a 
combined capacity of 731,500 kilowatts 
and an 80,000 kilowatt unit under con- 
struction. Electric output for 1900 was 
24,095,961 kilowatt hours, and for the 
12 months ended August 31, 1949, it 


was 3,089,015,.401 kilowatt hours, or 
128 times as great. Records do not show 
the number of customers at the turn 
of the century, but at the end of 1910 
there were 12,151 as compared with 
293,622 as of last-August 31. 

In 1941 the subsidiaries, Wisconsin 
Gas & Electric Company and Wiscon- 
sin Michigan Power Company, were 
acquired, substantially extending the 
scope of the Company’s activities. Re- 
sults of their operations and of those 
of The Milwaukee Electric Railway & 
Transport Company, organized in 1938 
to take over the Company’s transporta- 
tion business, are included in our annual 
reports, as you no doubt have noted. 

In the last 20 years our Company has 
increased its generating capacity from 
285,400 kilowatts to 731,500 kilowatts 
and has nearly trebled its output of 
electricity, to cite only two instances 
of its growth and progress. 

I’m sure you feel as I do, that it’s 
most gratifying to be part of an indus- 
try and member of a company whose 
record of achievement has been so fine 
and whose outlook is so encouraging. 


Respectfully yours, 


G. W. Van DERZEE 
President 
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dividends since last October. Most 
of the leading managements, how- 
ever, express confidence in the 
1950 outlook, but confirm our ob- 
servation that sales and earnings 
will likely recede in 1950. 


Reference to our appended 
table will reveal that investors 
have rather liberally discounted 
the approach of a less profitable 
period for the industry, as shown 
by average price-earnings ratios 
for the nine concerns of only 4.3, 
and generally high yields. In sev- 
eral instances, though, earnings 
could recede substantially without 
impairing dividend stability, a 
point reflected by a rise of about 
25% by the MWS index for the 
group from the 1949-50 low. 





A Study of the Tobaccos 
— Who Leads in the 
Competitive Race? 





(Continued from page 567) 


The snuff companies, as usual, 
have few problems to disturb 
their traditionally stable opera- 
tions in 1950. Demand for snuff 
will likely continue at an annual 
rate close to 41.4 million pounds. 
The few leading firms in this divi- 
sion are strongly financed and 
very competently managed. An- 
nual variations in their earnings 
seem certain to be moderate, and 
as in past years their dividend 
policies should continue to be 
above-average liberal. American 
Snuff Company, for example, has 
paid dividends without interrup- 
tion since 1903, imparting rather 
strong investment characteristics 
to its shares. 


The generally recognized sta- 
bility of the tobacco industry and 
the liberal dividend policies of the 
leading firms have created a well 
sustained demand for their shares 
among private and institutional 
investors. Under current market 
conditions, accordingly, most 
yields in the group are somewhat 
lower than for other industrial is- 
sues and price-earnings ratios are 
relatively high. On the other hand, 
a current return of from 5% to 
6.5% is obtainable from some of 
the sounder stocks in this division 
and should prove dependable in 
the foreseeable future ... With 
proper selectivity and timing, 
therefore, conservative investors 
may acquire some these equities 
with considerable confidence as to 
steady income. 
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Varying Status for Rail 
Equipments — Looking 
Ahead Into 1950 





(Continued from page 560) 


year. The same holds true for 
manufacturers of labor-saving de- 
vices such as automatic crossing 
gates, in view of the increasing 
determination of the railroads to 
reduce operating costs as an off- 
set to the 40-hour week. 

Pricewise, shares of the rail- 
road equipment group latterly 
have been doing somewhat better, 
partly reflecting speculative ac- 
tivity in this formerly laggard 
group which during 1949, in 
terms of our group index, showed 
a decline of 4% compared with 
a general market advance of 11% 
as shown by our Combined Aver- 
age of 325 stocks. The group now 
has risen about 33% from its 
1949 low but is still slightly be- 
low last year’s high. 

True, the rally has come from 
a low level but whether it is fully 
justified in the light of foresee- 
able conditions is another matter. 
At this writing, the outlook for 
most concerns in the industry re- 
mains highly uncertain and even 
if orders improve, 1950 earnings 
are bound to fall below last year’s 
when operations for the most part 
were supported at a fairly good 
level by substantial but rapidly 
dwindling order backlogs. It is a 
situation that calls for careful 
selectivity; some concerns may 
operate satisfactorily, as previ- 
ously indicated; others may have 
difficulty in maintaining dividend 
stability barring a sharp improve- 
ment in prospects. 





Labor’s Struggle with 
Management — 
The New Issue for 1950 





(Continued from page 547) 


plan, a slush fund will be created 
for future union demands, and it 
could well be a fund to supplement 
unemployment compensation as a 
first step toward a guaranteed an- 
nual wage program. This assumes 
that labor continues to confine its 
efforts to collective bargaining. A 
different pattern might evolve, 
should it shift its energy increas- 
ingly from the collective bargain- 
ing table to the political arena. 
For the time being, pensions are 
the big issue and those who had 
hoped that it can be settled with- 


out strikes are doomed to disap- | 
pointment. Workers have been | 
striking over such questions as to 
how pension funds should be set 
up and who should control them. 
With many pension plans to be 
negotiated, there is no reason to 
assume that the strike trend, up- 
ward in 1949, will abate-soon. And 
another strike wave would seri- 
ously cripple the recovery trend in 
business, or intensify any declin- 
ing tendencies that may appear | 
later. The workers would hardly 
benefit from this. 


Moreover, someone will have to 
pay for concessions won through 
strikes or otherwise. Either it is 
the company which will have to ab- 
sorb the added cost of stepped-up 
welfare demands. Usually this 
means that the stockholder will 
have to bear his share of the bur- 
den. Or else, if the additional cost 
is passed on in form of higher 
prices as in the case of steel, the 
consumer will suffer. Since the 
former course, in the present com- 
petitive environment, in the ma- 
jority of cases is far more likely 
than the latter, the stockholder’s 
dilemma is obvious. 


The foregoing is not to be con- 
strued as a case against broader 
welfare benefits for the worker. 
These are desirable and justified, 
provided they are economically 
justified. Barring the latter, they 
are dangerous and disruptive, and 
in the end will benefit no one, least 
of all the worker. Welfare aims can 
be soundly pursued only if they do 
not run beyond the gains in work- 
er productivity as far as pensions 
are concerned, and if they don’t 


exceed the ability of any given 


company to assume the financial 
responsibilities involved. This 
point, unfortunately, is all too 
often overlooked. Nor can it be 
sound, in the long run, for labor to 
think that it can preempt the lion’s 
share of profits resulting from 
capital investments made with the 
stockholder’s money, and at his 
risk. It will merely drive out risk 
capital, and that way lies the road 
to nationalization and socialism. 





Progress of Economic 
Readjustment in 
Latin America 





(Continued from page 553) 


industrial development, combined 
with equally large expansion of 
bank credit to finance private in- 
vestments, brought about a rise in 
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a friendly 


property 1 insurance 
company reports to 





the American ‘people 








A company is more than a name, 


a building or a legal entity...it is people 


Behind The Home’s financial condition stand 
important human assets—the people who own 
this Company, the people who work with us and 
the people who are served by the Company. 

The Home is owned by many people. It serves 
many people—in all walks of life, in all parts of 
the country, in many other parts of the world. 
You or your neighbor, whether a_ policyholder 
or a stockholder, or a prospective one, are im- 
portant to The Home Insurance Company. 

Through its more than forty thousand repre- 
sentatives, The Home Insurance Company _ is 
today the leading insurance protector of Ameri- 
can homes and the homes of American industry. 
Its size and strength enable it to serve the 
smallest as well as the largest insurance need. 

For almost a hundred years, The Home has 
stood between property owners and the risk of 
sudden financial loss. The homes and business 
futures which have been restored are beyond 
estimate. Since the founding of the Company. 
Home policyholders have been reimbursed for 
more than a billion and a half dollars in finan- 
cial losses. 

Because The Home’s business is to protect 
property values in which so many people are 
concerned, and because the loss of such values 
would affect the economy of the country, this 
statement of The Home’s financial condition may 
be of interest to the public. 


Sincerely, 


PRESIDENT 


FIRE 





Balance 


December 31, 1949 


ADMITTED ASSETS 


Sheet 


Cash in Office, Banks and Trust Companies 
United States Government Bonds 


Other Bonds and Stocks 
Investment in The Home Inde smnity C Yomps any 
First Mortgage Loans ers 


Real Estate 


Agents’ Balances, Less Than 90 Days Due . 


Reinsurance Recoverable 
Other Admitted Assets . 


on Paid Losses 


Total Admitted Assets . 


LIABILITIES 


Reserve for Unearned Premiums 


Reserve for Losses 
Reserve for Taxes 


Liabilities Under Contracts with W ar Shipping 


Administration . 


Reinsurance Reserves 


Other Liabilities . 


Total Liabilities a Capital 


Capital 
Surplus . 


Total 


Surplus as Regards Polieyholders . 


*DECEMBER 31, 
1949 


$ 35,561,204.01 
110,418,558.10 
143,358,542.85 
7,690.736.20 

: 3,017.83 
. 4,477 ,325.36 
. 14,370,413.65 
374,237.35 
1,891,094.14 


$318, 145, 129. 49 


- $146,128.831.00 
30,890,845.00 
13,900,000.00 


1,608,917.08 
1,191,579.00 

___ 3,057,570.33 
$196,777,742.41 
-$ 20.000.000.00 
- 101,367.387.08 
- 121,367,387.08 
_ $318, 145, 129. 49 





* NOTES: Bonds carried at $5,376,605.79 Amortized Value and Cash $80,000.00 in 


the above balance sheet are deposited as required by law. 
with the requirements of the 
Assets and Liabilities in Canada have 
Based on December 


valued in aceordance 
ance Commissioners. 


basis of the free rate of exchange. 


National 


All 


31, 


securities have been 


Association of Insur- 
been adjusted to the 


1949 market quota- 


tions for all bonds and stocks owned, the Total Admitted Assets would be increased 


to $319,766,705.54 and the 


Directors 
Lewis L. Cranke 
Banker 


Cuankies G. Meyer 


The Cord Mever 
Company 


WituiaM L. DeBost 


Chairman, 
Union Dime 
Savings Bank 

Epwin A. Bayes 
Lawyer 
Grorce McAneny 
Vice Chairman, 
Wills & Trust 
Committee, 
Title Guarantee & 
Trust Company 
Guy Cary 
Lawver 
Harotp V. Smirx 
President 
Harvey D. Gisson 

President, 
Manufacturers 

Trust Company 
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Chairman of 


Executive Committee, 
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policyholders’ 


Rosert W. Dowsine 
President, 

City Investing Co. 
Geoxce Gunn 
President, 
Cleveland Trust Co. 
Haroip H. Heim 
President, 
Chemical Bank & 
Trust Co 
Cuarres A. Lovcnin 
Vice President & 
General Counsel 
Ivan Escotr 
Vice President 


C. Stevenson NewHatt 


Chairman of Board, 
Pennsylvania Co. 
of Philadelphia 


Percy C. Mavetna, Jr. 


President, 
Land Title Bank 
& Trust Co. 
Fart G. Harnison 
Lawyer 


Cuamrion McDowe nt Davis 


President, 
Atlantic Coast Lins 
Railroad Co 


surplus to $122,988,963.13. 


Waxren S. Jounson 


Pe 


President, 
oples Savings 


Bank & Trust Co. of 
Wilmington, N.C. 


Rocex W. Basson 


Chairman of Board, 


Babson’s Reports, Inc. 


Ropert B. Meyer 
The Cord Meyer 
Company 
Henry C. Brunte 
President, 
Empire Trust 
Company 
Harsiw K. Paxx 
President & 
Director, 
First National Bank 
of Columbus, Ga. 
Boykin C. Wricut 
Lawyer 
Lexoy A. Lincoin 
President, 
Metropolitan Life 
Insurance Company 
Tuomas J. Ross 
Senior Partner, 


Ivy Lee and T. J. Ross 
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incomes and prices which in turn 
resulted in a big demand for 
imports. 


At the same time, agriculture 
and agricultural processing indus- 
tries on which Argentina depends 
for earnings of foreign currencies 
have been deteriorating. Agricul- 
tural equipment is worn out—the 
country needs, for example, some 
450,000 tractors to bring agricul- 
tural efficiency to a reasonable 
level—and farm labor has been 
trekking to the cities. Thus in- 
stead of expanding, agricultural 
production has been contracting. 
There would have been consider- 
ably less to export if it had not 
been for the wartime accumula- 
tion of some of the products. 


Contributed to Inflation 


This development, too, contrib- 
uted to inflation. For a while, the 
Government subsidized domestic 
food prices, but since the Govern- 
ment trading agency, the IAPI, 
seems to be going out of business, 
the burden of higher prices is 
being shifted onto the shoulders 
of consumers. The dropping of 
gold backing for the peso last 





August (up to that time, gold and 
foreign exchange backing of at 
least 25 per cent against notes 
outstanding was required) added 
more fuel to the fires of inflation. 


Industrialization slowed 


Yet the situation is not with- 
out hope. The over-ambitious in- 
dustrialization plans seem to have 
been pigeonholed, and the Gov- 
ernment is at last trying to build 
up farm output. The rents paid by 
tenant farmers were reduced and 
freight rates on some farm prod- 
ucts lowered. A genuine effort is 
being made to get farm equipment. 

The downward adjustment of 
exchange rates has speeded the 
liquidation of surplus stocks of 
hides and other agricultural prod- 
ucts, and improved somewhat the 
supply of much needed foreign 
exchange. Higher wool prices are 
also helping. But all these thing's 
are not enough in themselves. 
More “down-to-earth” policies on 
the part of the Administration 
are needed if the sweeping infla- 
tion is to be arrested. 

Argentina still is in the midst 
of serious economic trouble. Per- 
haps this is a time to overlook 








the reasons for this trouble, pro- 


vided the Peron Administration is | 


ready to apply the brakes and as- 
sume a less high-handed attitude 
toward foreign traders and con- 
cerns doing business in Argen- 
tina. On the part of this country, 
more tact and the recognition of 
the fact that some of Argentina's 
difficulties are due to the break- 
down of triangular trade with 
Europe may help to clear some 
of the obstacles to a freer inter- 


change of goods. Argentina needs © 


our tractors and farm implements 
as never before, and there is no 
sense of losing this market be- 
cause some avenue of rapproche- 
ment has been left unexplored. 





For Profit and Income 





(Continued from page 569) 


high by heavy outlays for new 
plant over the last couple of years. 
It may be only moderately above 
prewar levels. Steel stocks were 
always highly speculative, due to 
“prince and pauper” swings in 
sales and earnings. They have not 
become less speculative. 
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Railway Operating Revenues......................-...2-..2---+- 
Railway Operating Expenses.....................22..-2-...--++- 
Net Revenue from Railway Operations..... 
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Joint Facility Rents—Net Debit............................ 
Net Railway Operating Income......................... 
Other Income.... 

Pe UR oc 5 a eee ea oo oe 
Miscellaneous Deductions from Income.........:.. 
Total Available for Fixed Charges..................... 
Fixed Charges.. 
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Kansas City 
Southern 


$39,746,238.95 


Louisiana 
& Arkansas 


$18,757,009.90 























* Intercompany interest eliminated 


$ 2,841,068.55 


* Combined 


$58,503,248.85 





22,240,479.26 11,554,346.59 33,794,825.85 
eee 17,505,759.69 7,202,663.31 24,708,423.00 
6,149,000.00 2,846,018.10 8,995,018.10 
11,356,759.69 4,356,645.21 15,713,404.90 
2,366,151.1) 717,844.76 3,083,995.87 
9,963.81 191,370.19 201,334.00 
8,980,644.77 3,447,430.26 12,428,075.03 
(P-L Fe 167321 343,433.12 
9,703,427.34 3,614,747.47 1201150815 
33,786.04 9,129.82 42,915.86 
9,669,641 .30 3,605,617.65 12,128;7592.29 
2,440,673.39 764.549.10 2,658,555.83 


$10,070,036.46 
— Sa 
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As | See It! 





(Continued from page 537) 


Soviets is scarcely cloaked by mu- 
nificent gifts, and a sober awak- 
ening of his people may come 
sooner than expected. He may 
then have a tough job in making 
good his part of the deal, what- 
ever that may precisely call for. 
There should be ways and means 
for us to make it tougher. 





Corporate Trends for Next 
Six Months as Revealed by 
1949 Annual Reports 





(Continued from page 544) 


ing business. The total compared 
with $671 million a year earlier. In 
the first nine months of 1949, ex- 
ports accounted for about 12% of 
Bethlehem’s total sales but in the 
final quarter the percentage fell 
rapidly to $4.1% in reflection of 
increased foreign output of steel 
products. 


In the chemical group, Hercules 
Powder Company’s earnings from 
quarter to quarter were exception- 
ally stable, although a total of 
$3.60 per share in 1949 was slight- 
ly below the $3.99 for 1948. While 
unit volume expanded, lower 
prices for naval stores and cellu- 
lose products narrowed margins 
somewhat. How much emphasis is 
placed on research by this concern 
is shown by last year’s outlays of 
$4.2 million, equal to about 40% 
of net earnings. In 1950, Hercules 
Powder plans to spend somewhat 
more on construction and modern- 
ization than the $7.4 million in 
1949. Improved finances and confi- 
dence in expanding business in- 
duced the management to increase 
common stock dividends by 16% 
last year, despite moderately lower 
earnings. 

Volume of Caterpillar Tractor 
Company in 1949 reached a new 
high record of $254.8 million, sur- 
passing the peak war volume of 
1944, Enlarged sales, combined 
with operating economies, wid- 
ened operating margins to 12% 
compared with 10.3% in the pre- 
vious year, boosting per share 
earnings to $4.89 versus $3.66 in 
1948. Net of $1.50 per share in the 
final quarter was the best for the 
vear. Early in the current year, 
volume was continuing on a level 
comparable to 1949 and earnings 
should benefit from completion of 
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We've carried this kind of “insurance” for 36 years 


You might call the insurance represented by 
this towering stack of advertisements “mar- 
ket insurance.” By consistently interpreting 


| the many advantages of Armco Special- 


Purpose Stecls to buyers of metal products, 
they not only support the marketing efforts 
of Armco’s manufacturing customers but 
help Armco maintain its present markets 
and expand into new ones. 


‘Thirty-six years ago Armco pioneered in 
the field of raw materials by launching a 
program of national consumer advertising. 
Gradually there was built up in the public 
mind a growing awareness of Armco extra 
quality stecls —a preference for products 
made of them. Armco’s customers found 
this acceptance to be a powerful sales tool, 
used it to advertise and sell more of the 
products they made. And the company 
continues to give individual marketing 


ARMCO STEEL CORPORATION 


Headquarters at Middletown, Ohio, with Plants and Sales Offices from 
Coast to Coast * The Armco International Corporation, World-Wide 





the company’s large scale improve- 
ment program, especially as de- 
mand for Caterpillar earth mov- 
ing equipment shows promise of 
holding well through 1950. 

The temporary recession in 
home building and business activ- 
ity in the forepart of 1949 brought 
sales of Celotex Corporation down 
30% below 1948. Demand for in- 
sulation boards that represent the 
major element in the company’s 
business, fell more sharply than 
roofing and gypsum products. In 
the second quarter, much reduced 


assistance to its customers so that a// the 
benefits of this “market insurance’”” mav be 
realized. 

Wider knowledge of the advantages of 
Armco Special-Purpose Steels has helped 
manufacturers create countless new and im 
proved products. They were quick to see 
the benefits of using steels developed espe 
cially to meet their particular needs. And 
the consumer was equally quick to see that 
the familiar Armco trademark meant better 
all-round value and more satisfactory per 
formance in the products he bought. 

This thirty-sixth consecutive year of na 
tional consumer advertising is aimed at the 
same twin targets: to increase public accept 
ance for products made of Armco Special 
Purpose Steels . . . and to show customers 
and prospective customers the advantages 
of using and featuring these stecls. 


pRMCO 


bi 


volume reached the breakeven 
point, with a nominal deficit re- 
sulting. But thereafter, as our 
table shows, earnings rose to 35 
cents a share in the third quarter 
and advanced even more impres- 
sively to $1.10 in the final quarter. 
The improvement, though, did not ° 
prevent net for 1949 from declin- 
ing sharply to $1.87 from the 1948 
peak level of $7.21 per share. It 
seems probable that the company’s 
earnings in the current year will 
level off somewhere about midway 
between these two extremes. 
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STOCKS 


102 OF COMPANIES 


That Have Never 


Shown a Loss 


| ee the first time in investment 
history, UNITED presents a 
study of the 102 listed stocks of 
companies that have never shown a 
loss in 25 to 75 years. Prices range 
from $9 up. All pay dividends; . 
some for 25 to 69 years. 

Rated most attractive are: 

11 Stocks 40% below ’46 highs 

20 50-yr. Dividend-Payers 

10 new-product Growth Stocks 

30 Stocks with yields up to 10% 

Send today for this valuable 
Report — first time ever published 


—on 102 Stocks of companies that 
have never shown a loss. 


Yours with Month’s TRIAL 


This Special Study and the weekly 
UNITED Investment Reports sent 1 
for one month to new readers for 


Send $1 for Report MW-93 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ ry Boston I6, Mass. 














LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
February 15, 1950 


The Board of Directors has declared 
a quarterly dividend of 37%c per 
share on the outstanding Common 
Stock of the Company, payable on 


March 31, 1950, to stockholders of record at 
the chose of business on March 10, 1950 
Checks will be mailed. 
CHARLES C. MOSKOWITZ 
Vice Pres. & Treasurer 














E CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declare< payable April 1, 1950, to stock- 
holders of record at the close of business 
Mareh 15, 1950. Books will not close. 


SHERLOCK McKEWEN, Treasurer. _ 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 cents per share and an additional 
dividend of 50 cents per sare on tne Com- 
pany’s capital stock, payable March 15, 
1950, to stockholders of record at the close 
of business February 27, 1950. 


RICHARD T. FLEMING, 


Secretary 











INVESTORS! ORGANIZE! 


Stockholders . . . Bondholders . . . Let’s Organize — 
Management, Labor and Agriculture are organized 
— Why not individual investors. Your money must not 


work against you either in Washington or in Industry. 
Write for particulars now! 


INDEPENDENT INVESTORS, INC. 
“Job Makers of America’’ 
19 W. 50th St. (Rockefeller Center), N. Y. 19, N. Y. 
Benj. A. Javits, President 
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In similar manner, most con- 
cerns in the paper industry expe- 
rienced sharply reduced demand 
in the forepart of 1949, in turn re- 
flected by a substantial downtrend 
in quarterly earnings through 
midyear, but followed by rapid re- 
covery to an annual rate below 
boom peaks of 1948 but still suf- 
ficient to maintain dividend sta- 
bility. An interesting sample in 
this group is Sutherland Paper 
Company, reporting a 1949 net of 
$4.62 per share compared with 
$6.02 in 1948. This strongly en- 
trenched concern managed to ex- 
pand its volume by 7.3% by ag- 
gressive sales activities last year, 
and lower prices of pulp were 
beneficial, but. temporary inven- 
tory losses, lower paper prices and 
rising wage costs more than offset 
the advantage of higher volume. 
At the start of 1950, however, in- 
ventory values were about 15% 
below a year earlier, demand had 
picked up substantially, working 
capital had expanded and im- 
proved cost controls were bearing 
fruit—all lending encouragement 
to operations in the first quarter 
of 1950. 





Appraising Significance of 
Vast Corporate Expansion 
to Stockholders 








(Continued from page 541) 


two years, is aimed at strengthen- 
ing the company’s competitive po- 
sition in relation to Bethlehem 
Steel and some other companies 
with eastern plants. The cost may 
run between $300 and $500 mil- 
lion, according to inofficial esti- 
mates. More in the future lies the 
development of rich iron ore de- 
posits in Venezuela discovered by 
U. S. Steel in 1948, a welcome ad- 
dition to the rapidly dwindling ore 
reserves of the Mesabi range. 


Other leading steel companies 
have kept up with the postwar ex- 
pansion parade. Bethlehem Steel 
between 1946-49 spent some $318 
million, having at the end of last 
year about $93 million left for re- 
maining authorized additions and 
improvements. Annual rsted steel 
capacity was increased from 12.9 
million tons in 1946 to an esti- 
mated 14.5 million tons at the end 
of 1949, and pig iron and manga- 
nese capacity was stepped up from 
9.33 to about 10 million tons. In 
this case, too, the program in- 
cluded additions and improve- 
ments at numerous subsidiary 


plants, covering the whole range | 


of facilities from raw materials 
to a host of finished products, and 
by-products, including also the 
development of iron ore properties 
in Venezuela. 


Bethlehem’s expansion outlays 
have already begun to pay off. Its 
10% increase in profits last year, 
despite a smaller volume of sales, 
was evidence of the efficiencies 


made possible by better plant fa- 


cilities. 


Review of Individual Expansion 
Programs 


A brief review of expansion ac- 
tivities and outlays by other lead- 
ing corporations might be of in- 
terest at this juncture, not the 
least to the stockholder who fre- 
quently is unaware of their size 
and scope, as well as their poten- 
tialities. A number of brief de- 
scriptions are presented in the 
accompanying -tabulation, and 
more detailed analyses are offered 
in the following paragraphs. Gen- 
erally, construction of new plants 
and additions to existing ones 
have been undertaken from the 
standpoints of markets, transpor- 
tation facilities, labor and raw 
materials supply — all strategic 
considerations from an operating 
and marketing viewpoint. 


In the building materials field, 
Johns-Manville undertook one of 
the most ambitious programs in- 
volving outlays of some $60 mil- 
lion between 1946-49, aimed not 
only at expansion per se but also 
at cost reduction through general 
improvement of operating facili- 
ties. Apart from about eleven ma- 
jor projects, the program included 
3,400 other projects of varying 
size and it is estimated that it has 
raised the company’s productive 
capacity, in physical terms, about 
35% over what could have been 
handled in the peak war year of 
1942. This program has already 
begun to bear fruit. Thanks to its 
benefits, sales and earnings have 
made a better recovery from the 
depressed first half of 1949 than 
was the case with most other 
building manufacturers. 


In the electrical industry, ex- 
pansion by General Electric has 
run into big money. Cost of addi- 
tions between 1940-47 was over 
$371 million, partly determined 
by war time requirements. In 
postwar, between 1946-48 inclu- 
sive, the company spent $276 mil- 
lion, an amount that may have 
been further increased by 1949 
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outlays. Wherever feasible ‘in this 
program, the policy of decentrali- 
zation has been followed in recog- 
nition of the social and economic 
benefits to employees resulting 
therefrom. 


General Electric’s postwar ex- 
pansion was largely completed 
by the end of 1948 when domestic 
productive facilities consisted of 
127 plants located in 94 cities and 
22 states, and containing some 48 
million square feet of floor space. 
This compares with 49 plants com- 
prising some 27 million square feet 
of floor space in 1940, located in 
42 cities and 16 states. Major 
projects completed last year in- 
cluded facilities for steam tur- 
bine and electric generator pro- 
duction at Schenectady, N. Y., and 
a research laboratory, also at 
Schenectady. More recently, how- 
ever, the company’s Hotpoint Inc. 
subsidiary announced plans for a 
new electric refrigerator plant at 
Chicago to cost some $12 million, 
plus its intention to shift all its 
production of electrical appliances 
and home laundries to Midwestern 
plants. 


In another field, Armstrong 
Cork since 1945 has spent some 
$45 million on new plants and the 
improvement of old units with the 
dual purpose of reducing costs 
and of decentralizing operations 
by building new units in strategic 
market areas. The program, large- 
ly completed, has already begun to 
pay off in greater efficiency and 
lower costs to offset steadily ris- 
ing prices and wages in recent 
years. Plant additions and im- 
provements involved a wide range 
of facilities characteristic of the 
company’s’ diversified output, 
which now has eighteen manufac- 
turing plants from coast to coast. 


DuPont in 1945 announced an 
ambitious postwar expansion pro- 
gram calling for 35 important con- 
struction projects to provide addi- 
tional manufacturing capacity and 
research facilities at various loca- 
tions. Products involved were 
nylon intermediates and yarn; 
cellophane; rayon; plastics; pho- 
tographic film and paper; seed 
disinfectants; animal remedies; 
and pigments, to mention but a 
few of the principal ones. 


In pursuance of this program, 
the company by the end of 1948 
had spent a total of $359.3 million 
and additional capital outlays will 
doubtless be reported in the 1949 
annual report soon to be issued, 
though the postwar construction 
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EZIO PINZA 


Makes Personal Appearance 





“MY FAVORITE, at home or when dining out. is Schenley,.” says Ezio Pinza, cele- 
brated star of South Pacific. “It is smooth and sociable. That’s why it’s my choice for 
an enchanted evening.” So follow Ezio Pinza’s advice—ask for Schenley. Rare blended 
whiskey. 86 Proof 65% Grain neutral spirits. Schenley Distributors. Inc., N. Y. C. 








program was substantially com- 
pleted by the end of 1948. 

In the rayon industry, Celanese 
Corporation until 1948 has spent a 
total of $108 million on plant addi- 
tions and improvements and the 
latter year marked the substantial 
completion of the company’s post- 
war program in the United States; 
the principal item then remaining 
was the building of a cellulose 
plant by its Canadian subsidiary, 
Columbia Cellulose Company, near 
Prince Rupert, British Columbia. 

In 1946 when the company 
spent $20.5 million, it substan- 
tially expanded production from 


its Texas chemical plant; com- 
pleted a new plastics plant at Bel- 
videre, New Jersey, as well as a 
new unit at Narrows, Virginia, for 
additional production of staple 
fiber; and constructed a new cel- 
lulose acetate filament yarn plant 
at Rock Hill, North Carolina. Ad- 
ditional major items were com- 
pleted in 1947 and 1948 when out- 
lays totaled $36.5 million and $41 
million, respectively. 


Like many oil companies, Gulf 
Oil Corporation has spent large 
amounts in postwar to add to plant 
and related investments. The total 
thus expended came to around 






































Expenditures on New Plant and Equipment by U. S. Business 
( Millions of Dollars) 
1949 1950 
January- = April- July October- January- 
___March June _—_ September December March 
Manufacturing ome 1850 1880 1690 1710 1520 
Mining z 190 190 180 170 160 
Railroad ... 360 380 310 290 220 
Other Transportation = 130 140 130 110 80 
Electric and Gas Utilities... 680 780 790 900 740 
Commercial and Miscellaneous 1260 1290 1260 1250 1110 
| Reece ire ce aes . 4460 4660 4360 4430 3820 
585 











SOUTHERN PACIFIC COMPANY 


DIVIDEND No. 129 
A QUARTERLY DIVIDEND of One Dollar 
and Twenty-Five Cents ($1.25) per share on the 
Common Stock of this Company has been declared 
payable at the Treasurer's Office, No. 165 Broad- 
way, New York 6, N.Y. on Monday, March 20, 
1950, to stockholders of record at three o'clock 
P.M. on Monday, Feb. 27, 1950. The stock trans- 
fer books will not be closed for the payment of 
this dividend. J. A. SIMPSON, Treasurer. 

New York, N.Y., February 16, 1950. 








HOW TO MAKE MONEY 


INA 
DECLINING MARKET 
Perpetual Bull and Novice Bear 


d this book on the way UP 
Ae room it on the way DOWN 
t_book on Short Selling. $1.00 
MARK WEAVER Dept. M-!, BOX 1130 
SANTA MONICA, CALIFORNIA 











UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A quarterly dividend of 50 cents per share has 
been declared on the Common Stock of said Com- 
pany, payable March 10, 1950, to stockholders of 
record at 3 o'clock P.M. on February 28, 1950. 
C. H. McHENRY, Secretary 

















$525 million in the years 1946-48. 
In 1946 alone, $105 million were 
spent for crude oil production 
properties, pipe line extensions, 
refinery expansion and improve- 
ments, modernization and acquisi- 
tion of marketing properties and 
facilities, new tankers and other 
investments of a capital nature. 

During 1947, $180.9 million 
went for similar purposes but this 
was topped in 1948 when a total 
of $239.5 was expended. Needless 
to say, outlays of such size have 
greatly expanded the company’s 
facilities and stature. Including 
1945 outlays, capital expenditures 
in the 1945-48 period have aggre- 
gated $629 million and partly as 
a direct result, production and 
earnings have risen steeply, the 
latter to a 1948 peak of $13.53 a 
share. 

When speaking of expansion, 
one should not ignore the tremen- 
dous feat accomplished by the Bell 
System. Responding to urgent de- 
mand for telephone facilities, the 
System last year alone added two 
million telephones and the overall 
quality of telephone service was 
raised to new high levels. To ac- 
complish this, more than one bil- 
lion dollars was spent to improve 
and extend the System’s plant last 
year, bringing the total expendi- 
tures for new construction since 
the war to $4,525 millions. 

Study of individual expansion 
programs clearly points to a 
marked abatement of such expen- 
ditures in the year ahead but this 
hardly means that expansion will 
henceforth be at a standstill. We 
have already expressed the opin- 
ion that at current rate of capi- 
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tal expenditures, we may have 
reached, or be close to, the bottom 
of the downtrend. This purely ten- 
tative conclusion finds support in 
recent surveys of spending inten- 
tions. One of them, undertaken by 
McGraw-Hill, places industry’s 
1950 spending intentions at $12.4 
billion, a decline of 13% from ac- 
tual 1949 expenditures. Estimates 
of first quarter outlays by the 
SEC run about 14% below a year 
ago; a breakdown by major in- 
dustry groups is found on the ap- 
pended table. 

Of course, surveys cover only 
intentions which may change as 
the business situation develops. 
But the inducement to install 
labor-saving machinery is strong 
and funds are available through 
depreciation allowances, retained 
earnings, bank credits and invest- 
ment markets open to well-estab- 
lished borrowers. Moreover, by no 
means all postwar expansion pro- 
grams are completed. 


1950 Intentions 


The utilities, as last year, are 
again expected to spend close to $3 
billion on capital investments. 
The steel industry, as already 
shown, will continue with sub- 
stantial outlays. The oil industry 
plans to invest about as much as 
in 1949. Though there will be a 
drop in refinery construction, it 
will be offset by a rise in pipe line 
construction, mainly for natural 
gas. 

Construction activities gener- 
ally will remain high, and road 
builders show more interest in new 
equipment, the result of heavy 
highway programs. The recent 
marked uptrend in the electrical 
equipment field is due not only to 
demand by utilities but also by 
industrial companies for generat- 
ing and distributing equipment, 
and other machinery. And recent 
orders for the heavy machinery 
industry promise to put a halt to 
the erosion of backlogs under way 
in this field for over a year. Also, 
with the return of competition to 
the auto market, the automobile 
industry can be expected to boost 
capital outlays markedly in the 
current year, chiefly in connection 
with model changes. 

Altogether, the outlook for busi- 
ness spending at least at this junc- 
ture appears hardly as discourag- 
ing as some fear it will turn out 
to be, and it would be premature 
to see in the declining trend now 
evident a harbinger of anything 
like a serious decline in general 


THE 


business. As far as the stockholder 
is concerned, he has only begun, 
in most instances, to reap the 
fruits of past expansion outlays. 


They will become more evident as | 
the return to normal peace-time | 


activity progresses. 





Market Grows Increasingly 
Vulnerable 





(Continued from page 539) 


conditions. It can be more than off- | 


set by the combination of falling 
exports and reduced outlays for 
new plant and equipment. Evi- 
dently the fight over excise tax re- 
vision can drag out for some time, 
with trade in affected items being 
hurt considerably in the mean- 
while. Revision of the scandalously 
costly farm-price support program 
is not in sight before 1951 at the 
earliest. 

Unemployment has reached a 
new postwar high ; and might con- 
ceivably have the Administration 
on something of a spot before the 
year is out. Its answer, if one had 
to be produced, no doubt would be 
to propose make-work programs. 
We continue to allow in our think- 
ing for a possible test of the vital- 
ity of the business structure at 
some time this spring; and for in- 
creasing investment uncertainty 
about the political outlook as each 
month takes us nearer to an elec- 
tion in which Mr. Truman, under 
present plans, will make a fight- 
ing, personal campaign for “a co- 
operative Congress.” 

This is not the time to expand 
holdings of common stocks. Main- 
tain the conservative reserves, in 
cash or equivalent, heretofore rec- 
ommended. 

—Monday, February 20. 





BRAZIL WORLD FRONTIER 


By Benjamin H. Hunnicutt 


D. Van Nostrand Company, Inc. $6.00 


Mr. Hunnicutt is uniquely qualified to 
write this comprehensive and absorbing 
report on the present and future poten- 
tial of Brazil. A resident of Brazil for 
more than forty years, he has enjoyed 
rare facilities for intimate contact with 
Brazilians of every social and economic 
status—and for the appraisal of Brazil’s 
vast economic and social resources. He 
is one of the few North Americans re- 
siding in Brazil to have received the 
decoration of Commander of the Order 
of the Southern Cross in recognition of 
his efforts to promote a more sympa- 
thetic understanding between the Bra- 
zilian people and the citizens of the 
United States. 
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Weighing the assets 
behind each share 


Do low-priced stocks have any place in the in- 
vestor’s portfolio? 


For the man with an ample retirement income—who 
can live comfortably on the interest from government 
bonds—the answer is “no.” But, for the average in- 
vestor who is still building toward financial inde- 
pendence—who needs capital growth to offset high 
living costs and taxes—the answer is decidedly “YES.” 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. It is not offered to the in-and-out trader. But, 
because low-priced shares have huge profit advan- 
tages, especially during certain times, we have under- 
taken exhaustive studies which are enabling us to use 
equities in the lower price ranges with great success 
in expanding the productive power of your capital. 


Now ...A Complete, Supervised Program in 
Low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE ForECAST devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1950 outlook. 


Our records Research through the years shows 


show 3 to I that the 100 most active low-priced 
gains in common shares—which we _ have 
low-priced priced and charted weekly—out- 
shares stripped the general market by 


more than 3 to 1. 


Profit from 1950 Potentials in 


LOW-PRICED STOCKS 








Measuring earnings 
and dividends 


Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1950 program which we believe will add sub- 
stantially to our profit record for, as opportunities 
develop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re- 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time, 
so your least attractive issues can be weeded out and 
the funds directed into our definite recommendations 
according to your capital and objectives. 


Special Plan for a Rounded Program 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
stocks and good bonds for security of principal, 6% 
to 8% income, plus enhancement. The backlog of your 
funds should be used in this program. 


Because only progressive companies are selected — 
fortified by excellent financial and competitive posi- 
tions and with ample earnings to maintain dividend 
distributions — their capital enhancement will be 
spurred as investment demand becomes insistent. We 
will advise you what and when to buy and when to 
sell . . . when to contract or expand your position. 


Recommendations in all three of our specialized pro- 
grams are now being considered, so your subscription 
today will enable you to participate from the time 
they are initially made. By mailing the coupon below, 
therefore, you can enroll now . . . sell your weaker 
issues and benefit fully from Forecast Service. 





FREE SERVICE TO APRIL 1, 1950 








IMail Coupon 


Today! 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose (1) $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
(Service to start at once but date from April 1, 1950) 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: i. $1.00 six months; [J $2.00 
. S. and Canada. 


0) Telegraph me collect in anticipation of 
important market turning points... when 
to buy and when to sell . . . when to ex- 


pand or contract my position. 


six months; 








MONTHS’ gue rear in U. 
service 900 ag ae 
Name 
MONTHS' 
l service 9100 
Address 
Complete service will start at 
once but date from April 1, City. 


State 





Subscriptions to The Forecast 
are deductible for tax purposes. 


FEBRUARY 25, 1950 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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4—AGRICULTURAL IMPLEMENTS 
H—Deere 


int. Harvester 
Minn.-Moline 
Oliver 


10——AIRCRAFT 


Boeing 
t—Cons. Vultee 
L—Curtiss-Wright 
H—Douglas 


Grumman 
Lockheed 
L—Martin 
L—Nor. Am. Aviation 
L—Republic Aviation 
United Aircraft 


—— LINES 
—<Am. Air Lines 
L—Srenitt 
E. Air Lines 
—Pan American 
Trans. & West. 
United Air Lines 


7—AMUSEMENT 


L—Republic Pictures 
20th Century 
United Paramount Theatres 
Warner Bros. 


10—-AUTOMOBILE ACCESSORIES 
H—Bendix Aviation 


H—Borg 
re Mfg. 
Co. 
l—Hayes Mfg. 
.—Houd.-Hershey 


Mvyrray 

Stand. Stee! Springs 
L—Stewart-Warner 

Timken-Detroit 


12——-AUTOMOBILES 
H—Chr 


L—Graham-Paige 
Hudsen 

L—Hupp 

£ —Mack 


L—Wiilys 


3—BAKING 
Continental 
t—General 
Purity 


3—BUSINESS MACHINES 
Burroughs 
H—Nat. Cash 
Rem. Rand 


2—BUS LINES 
.—Greyhound 
L—Omnibus 


5—CHEMICALS 
Air Reduction 
H—Allied Chem. 
Com. Solvents 
H—du Pont 
H—Union Carbide 


3—COAL MINING 
.—tLehigh C. & N. 
L—tLehigh Valley Coal 
Phila. & Rdg. C. & 1. 


4—COMMUNICATION 
L—Am. Cable & Radio 

H—Am. Tel. & Tel. 

L—int. Tel. & Tel. 
Western Union ‘“‘A" 


9—CONSTRUCTION 


Flintkote 
H—Johns-Manville 
H—Lone Star 

Nat. Gypsum 
H—Ortis Elevator 
L—Walworth 


7—CONTAINERS 
H—Am. Can 
H—Container Corp. 
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1950 Grouping of the 325 Component Issues 


H—Cont. Can 
Crown Cork 
L—Gair 
t—Nat. Can 
H—Owens-ill. 


9—COPPER & BRASS 
Anaconda 
L—Bridge. Brass 
L—Cal. & Hecla 
L—Cons. Copper 
.—Gen. Cable 
inspiration 
H—Kennecott 
L—Miami 
H—Phelps-Dodge 


2——DAIRY PRODUCTS 
H—Borden 
H—Nat. Dairy 


S—DEPARTMENT STORES 
H—Allied Stores 
Ass. Dry Geods 
Gimbel Bros. 


Macy 
Marshall Field 


6—DRUGS & TOILET ARTICLES 
Am. Home Products 
H—Colgate 
H—Gillette Safety Razor 
L—Rexall Drug 
H—Sharp & Dohme 
L—Zonite 


2—FINANCE COMPANIES 
H—C. |. T. 
H—Com. Credit 
7—FOOD BRANDS 
H—Best Foods 
H—Corn — 
H—Gen. Foods 
l—tLibby-McNeill 
H—Nat. Biscuit 
Stend. Brands 
t—Stokely 


2—FOOD STORES 


H—Kroger 
Safeway 


3—HOUSE FURNISHINGS 


4—GOLD MINING 
L—Alaska Juneau 
t—Benguet Cons. Mining 
Dome Mines 
H—Homestake 


5—INVESTMENT TRUSTS 
Adams Express 
Atlas Corp. 
H—Lehman 
Transamerica 
.—tTri-Continental 


3—LIQUOR 
Distil.-Seagrams 
Not. Distillers 
Schenley 


11—MACHINERY 
H—Allis-Chalmers 
Am. Mach. & Foundry 
Bucyrus-Erie 
H—Caterpillar 
L—Cont. Motors 
Foster-Wheeler 
t—Gar Wood 
H—Gen. Electric 
H—Timken R. B. 
H—Westinghouse Mfg. 
Worthington Pump 


3—MAIL ORDER 
H—Montgomery Ward 
H—Sears Roebuck 
t—Spiegel 


3—MEAT PACKING 
L—Armour 
H—Swift & Co. 
L—Wilson 


12——METALS, MISCELLANEOUS 
H—Am. Smelting 
L—Am. Zinc 
L—Callahan Zinc 
Cerro de Pasco 
int. Nickel 


H—Nat. 
L—Pacific Tin 
L—Park Utah 
L—Patino Mines 
H—St. Jo. Lead 
L—Sunshine Mining 

Vanadium 

4—PAPER 

Crown Zellerbach 
H—#Int. Paper 
L—St. Regis 

Union Bag 


30—PETROLEUM 
Anderson Prichard 
H—Atlantic Ref. 


H—Shell Union 
Sinclair 
Socony 
H—S. O. Calif. 
H—S. O. Ind. 
H—S. O. N. J. 
$. O. Ohio 
.—Sunray 
H—Texas Co. 
Texas Gulf Prod. 
Texas & Pac. C. & O. 
H—Texas Pac. Land Trust 
Tide Water Ass. 
Union Oil 
Warren Pet. 


27—PUBLIC UTILITIES 
—Am. & For. Pr. 
H—Am. G. & E. 

Am. Nat. Gas 

Am. Pr. & Lt. 

Central & $. W. 
H—Cleveland Elec. 
L—Columbia 

Commonwealth Ed. 

Cons. Edison 
H—Consumers Pr. 

Detroit Edisen 

Florida Pr. 

Gen. Pub. Utils. 
t—4Int. Hyd. Elec. “‘A”’ 
L—Laclede Gas 

Middle So. Utils. 

North American 
H—Pac. Gas & Elec. 

Penn. Pr. & Lt. 

Potomac Elec. Pr. 

Pub. Serv. E. & G. 
L—South Carolina E. & G. 
H—Southern Calif. Ed. 
L—Southern Co. 

United Gas 

Va. Elec. & Pr. 

West Penn Elec. 


5—RADIO & TELEVISION 
Emerson 
l—Magnavox 
H—Philco 
L—R. C. A. 


9—RAILROAD EQUIPMENT 
Am. Car & Foundry 
Am. Locomotive 
Am. Stl. Foundries 
L—-Baldwin Loco. 
L—Lima-Hamilton 
L—Pressed Steel Car 
H—Pullman 
L—Symington-Gould 
Westinghouse A. B. 


24—RAILROADS 
H—Atchison 
H—Atlantic Coast 
. & O. 
Canadian Pac. 


L—Chic. & N. W. 
L—Chic., Mil., St. P. & Pac. 


H—Component of the 100 HIGH PRICED STOCKS Group (Closing 1949 at above 32%) 
L—Component of the 100 LOW PRICED STOCKS Greup (Closing 1949 at below 131/,) 


Pa. R.R. 
t—St. L. San Fran. 
Seaboard Air Line 
H—So. Pac. 
H—So. Ry. 
H—Union Pac. 


EALTY 
L—Equitable 
L—Gen. Realty 
t—Sheraton 


3—SHIPBUILDING 
Elec. Boat 
N. Y. Shipbidg. 
Sperry 


3—SOFT DRINKS 
L—Canada Dry 
H—Coca-Cola 
L—Pepsi-Cola 


16 & IRON 
Alleg.-Ludium 


aa 

Beth. Stee! 

Blaw-Knex 

Cole. Fuel 

Crucible 
L—Ffollansbee 
L—Gt. Nor. Ore 

Interlake 

Jones & Laugh. 
H—Nat. Steel 

Republic Sti. 
H—WU. S. Pipe 

U. S. Steel 
H—Youngstown S. & T. 


3—SUGAR 
Am. Crystal 
Cuban-American 
West Indies 


2—SULPHUR 
H—Freeport 
H—Texas Gulf 


5—TEXTILES 
H—Am. Viscose 
Am. Woolen 
Burlington Mills 
H—Celanese 
L—United M. & M. 


3—TIRES & RUBBER 
H—Goodrich 
H—Goodyear 
H—WU. S. Rubber 


6—TOBACCO 
H—Am. Tobacco 
H—Liggett & Myers 
Lorillard 
H—Phillip Morris 
H—Reynolds “‘B” 
L—Webster 


2—VARIETY STORES 
H—Kresge (S. S.) 
H—Woolworth 


19——-UNCLASSIFIED 
L—A. T. F. 
L—Avco 
H—Cont. Insurance 
t—Curtis Publishing 
H—Eastman Kodak 
H—Libbey-Owens 
L—Marine Midland 
L—Martin-Parry 
National Supply 
L—Newport Industries 
.—Pittsburgh Screw 
H—Procter & Gamble 
L—Savage Arms 
L—Shattuck (F. G.) 
L—So. Am. Gold & P. 
L—Sparks-Withington 
Stone & Webster 
L—United Cigar-Whelan 
H—United Fruit 
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Repeating a Special Offer 


At This Critical Time 





\\ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues for 1950. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.”’ E. D. B. 


From Massachusetts—'Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.”” A. M. 


From Nebraska—''| wish to thank you for your re- 
port. You covered the subject thoroughly.’’ G. V. 


From New York—"'l am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.”” H. A. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
D. B. H. 


From Oklahoma—‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
OCR A, 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 

From Texas—'I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 
From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 

Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s conditions it is not open to mere 
curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
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The IBM machines illustrated 
use electronic principles. 
Clockwise from the top, they 
are: Electric Time System, with 
Electronic Self-regulation; 
Alphabetical Collator; 
Statistical Machine; 
Card-programmed Calculator, 

including Calculating Punch; 
Punched Card Sorter. 


For descriptive literature, 
write to Dept. R. 








Through IBM research and development, the remarkable abilities 
of electron tubes have been put to work in business machines. 

Electron tubes—fast, versatile, accurate—are used in the IBM 
Machines pictured here to calculate at extraordinary speeds, to 
“remember” the answers to intricate computations, to follow long 
series of instructions, to control the flow of electricity with amazing 
precision. 

IBM Electronic Business Machines are cutting the time between 


questions and answers—helping science and industry produce more 


good things for more people. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 MADISON AVENUE «¢ NEW YORK 22, NEW YORK 











